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FOREWORD BY THE MAYOR 


It is again a pleasure and a privilege for me as the Mayor to present this 
Annual Report of Mafube LooaJ Municipality for the 2013/2014 financial year to 
ihe Council, the broader community as well as our many stakeholders and 
partners with whom we continue to work towards our ooNective goal of creating 
a viable, developed and sustainable municIpaliLy 

The intention of this report remains to provide an easily readabie and 
summarized statement of Mafube Local Municipality's progress towards the 
targets set in its 5 year over-arching Integrated Development Plan as informed 
by the broader vision Of the National Development Plan 

The echfev&mert of service-delivery targets and detivenables Is required to be 
viewed together with the municipality's financial performance and our 
compliance with the whole suite of municipal legislative framework 

This report is therefore intended to attest to the collective efforts of the 
municipal administration and the Council to progressiveiy address the 
expectations of our people consistent with the electoral mandate of 201 1 . 

We have endeavoured in our operations to address the expectations of our communities as expressed throughout the 
consuilative public meetings platfdnns which we convene from time to time key amongst which is the Mayoral Izimbizo 
programme meetings. 

Notwithstanding the progress made in number of fronts, much more slill need to be done in particular in relation to the 
bulk infrastructure, e.g roads, housing, water, sanitation and eleclrlcity. Of course, we are mindful of the fact that some of 
the Infrastructure backlog is as a result of historical legacy that irtrill be eradicated over time. 

Be as it may with little resources at our disposal, our successes are real and measurable and that our achievements 
remain a source of pride to us. 

Given the socio-economic conditions of our communities, many of our people ere unable to fully fund the education of 
their children beyond the high school level. As a municipality, we continue to put aside financial resource on education as 
apex priority in Our country to take our learners to various higher education insiitutions. This initiative has seen many of 
our young peopfe who otherwise would have not, eccessing universities and getting a life time opportunity to change the 
fortunies of their lives and that of their families. 

In our quest to promote cooperation and joint planning with different sectors, in the year under review, we have convened 
the all farmers imblzo amongst others to engage our tarmers on issues of mutual interest. We will continue to create 
platforms with different sectors to promote mass participation culture amongst our people. 

To promote good govemarjce, we continue to strengthen our ward committees to ensure maximum parlicipalion of our 
communities and to put our people at the <»ntre of all reconstruction and development planning but most importantly to 
enhance the culture of accountability amongst public representatives. 

We believe that this Annual Report highlights a large number of the positives that exist in the Matube Local Munictpallly 
that, if viewed objectively, should give our people a sense of hope arid optimism that we remain steadfastly committed to 
achieving our vision of building a viable, developed and sustainable municipality sooner rather than later. 

I trust that every person who goes through this report and study its contents from a balanced and fair perspective will 
concur with our accession when we say, "we are turning the wheels of local government’' 

I rook forward together with Executive Committee, the whole Council and the munidpal administration, to continuing to 
work for the building of a transformed Mafube Local Municipality in which our vision will be a practical reality. 

i am positive that the future of Mafube Local Municipality holds the promise of a better life for all who may wish to work 
and live here. VUKUZENZELE 



Councillor JE Sigasa 
Mayor 
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OVERVIEW BY THE MUNICIPAL MANAGER 


The Municipal Finance Management Ad (MFMA) 2003 enjoins every 
municipality and every municipal enlity to prepare an Annual Report for each 
financial year; therefore Ihie Annual Report seeks to: 

• Provide a record of the activities of the municipality, 

• Provide on the performance in service deliveiy aed budget impiemenlation. 

• Provide accountability to (he local community. 

Further, the MFMA requires the municipality to report on all aspects of 
performance, providing a true, accurate and honest account of the goals set by 
Council. This information should be reflected in the Integrated Development 
Plan ODP) and the Service Delivery and Budget ImplementatiorL PJan fSDSiP). 

The Annual Report is a key performance report to tha community and other 
stakeholders, which once approved by Council, will be avaiied to tham. 

It is in the spirit of governance by the people that we deliver this An nuai Report 
to the people of Mafube Local Municipality. This document intends to inform 
the community of Mafijbe Local municipality of the objectives and plans to 
which we have committed in human and financial resources against the 
outcomes as reported in this report. 

Mafube Local Municipafity has continued to focus on infrastructure maintenance and development, financial viability, 
good governance, job creation and economic development, 

In spite of continued rales arKJ taxes collection struggle by our financial sen/ices section, the municipality has continued 
to provide clean drinking water as well as collecting house and business refuse. 

The Audit outcome came out adverse. Ihis, continues to renfrain a daunting challenge to all staff. 

Just after the start of the new financial year we sadly lost Mr. Mhlophe Saul Malindi, who was Director Public Safely and 
Service Delivery, the situation then led us to appoint a fellow colleague fn an acting capacity. 

Let me also lake the time to send our condolences to all families that lost iheir loved ones and wish all of those lhai 
celebrated engagements as well as committing to manned lifa. 

I wish to thank the Mayor, Speaker and all Coundllors for the continued support in all the challenges that we have faced. 

It is our wish to uphold the Conslitution and Invite all stakeholders to be pari of ihis forever challenging journey in the 
Government's quest to change the Jives of the people. 



Municipal Manager 
Puseletso Isaac Radebe 
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CHAPTER 1 ; MUISIICIPAL OVERVIEW 


■ Introduction 

The Mafube Local Municipafity is one of the local munte' 
ipallties located within the FezFlo Debi District Munici- 
pality. The municipality was established in terms of the 
section 12 of the Municipal Structures Act, 19^S and 
following the local government electrons of 2000. The 
municipality Is made up of four lownSr namely, Frank- 
fort, Villiers, Cornelia and Tweeling. Frankfort, serves as 
a home for the headquarters of the munfcipatity. 

Loosely defined, Mafube is a South Solho word for 'a 
place of dawn*. 

1.1 The Municipality 

Mafube local Municipality, like other municipalities In 
South Africa is an organ of state that is made up of 
Council, Administration end the Community. Each of 
these components work cooperatively man interrelated 
and Interdependent manner and each has organised 
structures. 

1.2 Council and Council Committees 

Mafube Local MurtIcipality is an Executive Committee 
type municipality wherein all powers are vested in Coun- 
cil. The Mayor has certain legislative and delegated 


powers and appoints members of the Executive Com- 
mitlee In terms of sections BO and SO of the Municipal 
Structures Act, 1998. The Executive Committee Is 
accountaPJe end reports to the Municipal Council. The 
Council also has Portfolio Committees to oversee exe- 
cution of various municipal furKtions and programmes. 
So in essence the Council has the fdllowirrg structures to 
provide political oversight over municipal programmes 
and these are: 

^ Municipal Council 
^ Executive Committee 

^ Portfolio Committees 

Council 

The Mafube Local Municipality Council currently 
consists of 17 CouncillorsH 9 Ward CouncillDrs and 9 
Proportional Councillors. The following political parties 
are represented m the Council: 

^ African National Congress [ANC) 12 
^ Democratic Alliance (DA) 3 
^ Congress of Ihs People |COPE) 2 

Mafube Local Miir>icipaljty performs the following pow- 
ers and functions in terms of the constitution: 


1 Category B FunctiDns 

Category C Functions 

Provincial and National 


Local Municipality 

District Municipality 

Provincial Government 

Air pollution 

Refuse removal and solid waste 

Libraries 

Building riegulations 

Municipal mads 

Housing 

Bill boards and display of advertisements 

Municipal airports 


Storm water 

Firefighting 


Trading regulations 

Markets 


Cleansing 

Cemeteries 


Facilities, accommodation and burial of animals 

Municipal public works 


Fencing and fences 

Electricity regulation 


Local sport facilities 

Municipal health 


Municipal parks and recreation 

Storm water 


Municipal planning 

Potable water 


Municipal public transport 

Sanitation 


Municipal roads 

Licensing 


Public places and local amenities 



Street lighting 



TrafTcc and parking 




Licensing of dogs 
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Below is a list of Councillors making up the Council of Mafube Local MunicipalHy: 


1 Name 

Party 

Ward Proportional Representative 

Jabufane Elliot Sigasa 

ANC 

1 

Mildred Molof 

ANC 

PR 

Jabulane Jan M long wane 

ANC 

2 

fusi Petrus Motloung 

ANC 

3 

Madise And lies Mosia 

ANC 

4 

Johannes Jacobus Pretorious 

DA 

5 

Matsatei Mofokeng 

ANC 

G 

Undihho Christopher Jafta 

ANC 

7 

Wiliam Caravan Motloung 

ANC 

3 

Lucky Simon Kubeka 

ANC 

9 

Malesell Sarah Sekhoto 

ANC 

PR 

Nokuvuna Rakoloti 

ANC 

PR 

Puleng Maria Monaune 

ANC 

PR 

Marchand Casper du PJessis 

DA 

PR 

Shoeshoe Adel Mosia 

DA 

PR 

Peter Motloung 

COPE 

PR 

Miriam Hadebe 

COPE 

PR 


Executive Committee 

The CouncU established an Executive Coimnittee that 
comprises the following membBrs to provide leadership 
to the administratbn betweerr Council meetings: 


Name Designation 


JE Sigasa Chairperson and Finance Committee 
MA Mosia Community and Corporate Services 
M Du FIbssb 

Portfolio CommitteoB 

The municipality also established Portfolio Committees 
to provide oversight over programmes of various mu- 
nicipaE DErectoretes, The foiiowing are Portfolio Com- 
mittees established by the municipality: 

Portfolio Committee: Corporate Services 

^ Cllr W,C. Motloung as Chairperson 
^ Cllr P. Motloung 


Portfolio CommFttee: Planning and Infraslructura 

^ Cllr L. Kubeka es Chairperson 

« Cllr U.C. Jafta 

« ClIrS. M, Mosia 


Portfolio Committee: Community Services and 
Local Economic Development 

CIlif J,Jl Hlongwane as Chairperson 
^ Cllr P. Evlonaune 
^ Cllr M. Mofbkong 


Portfcriio Committee: Finance 

Cllr Fh Molloung 
^ Clir M.Ct du Plessrs 
^ Cllr P. Monaune 
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Public Safety and Service Delivery 

^ Cllr M. Mofoksng as Chairperson 

^ CNr M, Sekhoto 

^ ClIrM, Hadebe 


1.3 MunidpaJ Administraticn 

Mafube Local Municipality has a fully functioning 
admlnislnation headed by a Municipal Manager (Mr PI 
Radebe). The administration is organized Into the 
followirtg departments headed by Directors who ers 
directly accountable to the Municipal Manager. 

^ Corporate Services, Me N.E Radebe; 

^ Community Services, Me Z.E Mofokeng: 

^ Financial Services, Mr N,A Hlubi; 

^ Service Delivery end Public Salely^ M.K.H Tsoletsi 
(Acliaglp 

^ Planning and Infra slruclure Services, Mr A.L Mphuthi 
(AcUng) 

11*4 Community 

In accordance with the applicable leglsFation requiring 
participation of cornmunities in the affairs of the 


municipalities, Mafube Local Municipality has 
established a number of structures and platforms for 
participation of communities. Over and above the 
participation of communities in Council meetings, the 
municipality has also established IDP Repres^itative 
Forum that serves as a platform for community 
participation in the formulation and review of the I DPs of 
the municipality. In additjon, the muntcfpality has also 
established Ward Committees in all the 9 wards 
within its area of )urisd!icUon. The Ward Committees 
act as critical community organs that faciiitate 
community input into municipal policy making, planning 
and Implementation of munreipat programmes. 

The following ana the Ward Committees esublished In 
various areas of the mu nici parity and the members that 
constitute them' 
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Ward 1 


Mams & Surname 

f 


JE Sjgasa 

Skosana Puteng Sedna 

Social Affairs 

Mokaba Viilage 

Molefe Pu&eletso Frans 

Agriculture 

Mokaba Village 

Tsotetsi Tryphina Khozj 

Projects 

Magashule Section 

Sibeko Nlhabiseng Tops/ 

Education & Human Development 

TholulwazI Section 

Ma$hinfnl Jabulani Johannes 

Faith Based & TradEtlonel Healers 

Tholulwazi Section 

Sekhoto Nthablseng Jemirta 

Sports & Recreation 

Mokaba Village 

Makhubo Jacob Viisl John 

Local Farms & Transport 

Palmer Street 


Ward 2 


Surname 

Sector Rep resen tatl 00 

Area I 

Cllr JJ Hlongwane 



Mofokeng Mpuse Maria 

Governance 

Mameilo Section 

Mashinini Sonto Sarah 

Home Affairs 

Seabata Section 

Khanye Modiehi Alina 

Social Development 

Saabata Section 

Mosikidi David 

Education & Human Development 

Sunrise Section 

Mokosna Maria 

Health 

Seabeta Section 

Gumede Elizabeth Sonto 

Sports & Recreation 

Mameilo Section 

Mofokeng Alina 

Youth Envelopment 

Sunrise Section 

Dlaidla Mziwakhe 


Sunrise section 

Shabalala Sonto 


Sunrise section 


Ward 3 



Cllr FP Motloung 



Xaba Nomacala Julia 

Wand Committee Secretary 

Moiamodl Sir, Qalabotjha 

Khan/e Authority 

(Ward Committee Deputy sec) 

Youth, Sports, Arts & Recreation 

Ext e, Qalabotjha 

Mokoena Ntswaki Lucy 

Social Development 

Ext 3, Qalabotjha 

Rutse Malefu Efsie 

Housing and Infrastructure 

Ext 3, Qalabotjha 

Thusi Nunu Martha 

Health and Well being 

Ext 3. Qalaboljha 

Maduna BeigI Simon 

Safety & Security 

Thuthukani Str, Qaiabotjha 

Motsoeneng Victor Lehana 

Communication & Educetion 


Mdaba VaiaphI 

Community Service 


Mokoena Tseiane 

Local Economic Development 
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Ward 4 


1 Name & Surname 

Sector Representation 

Area 

Gllr MA Mosia 



Gamedo Johannes Cighimpl 

Infrastructure 

Extension B 

Msirnaka Lucas Bull 

Education 

Tshabalala Street 

Mokosna Dlkeledi Kate 

Youth Development & Sports 


Mthembu William Patrick 

Agriculture 

Molope Street 

Leotfela Elizabeth 

Religion S Traditional Affairs 

Keening Street 

Tsotetsi Jemina 

LED & Businesses 

Mapena Street 

Mokuor>d fiampou Phillmon 

Safety and Security 


Mahlophe Mahiopheho 

Secjietary 

Dimaza Street 


Ward 5 



Cllr JJ Pretorius 


Modise Emily Sussy 

Secretary 

Mamello Section 

Matsole Emely Mamohau 

Infrastructure 

Marnelfo Section 

Mamotsheare Mphuthi 

Health and Social Development 

Mamollo Section 

Mahlarrba Mziwakhe Thomas 

Safety and Security 

Frankfort 

Sen De Klerk 

Agriculture 

Frankfort 

Johan Urgerer 

Religion arvd Traditional Affairs 

Frankfort 

Kgauia Majola 

Education and Communkiation 

Buiayi Section 

Jermfnah Khumalo 


Sutayi Section 
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Wards 


Name & Surname 


Cllr M Mofokeng 


Mofokeng Dibusang Marriam 

Sports & Recneaticn 

Sutayj Secbor^ 

Khambula Aletta Bu^risiwe 

Safety & Security 

Butayi Section 

Moshodt LebonoJohn 

Safety & Security 

Butayi Section 

Makhotsa Ntombizodwa Try phene 

Health S Well Being 


Mokoena Dinah Molsbollo 

Social Development 

Sutayl Section 

Mazibuko Lefina Mashembe 

Sports &. Recreation 

Sunrise Section 

Motaung Thandiwe Evelyn 

Social Development 


Ward? 

1 Name & Surname 

Sector Representation 

Area 

Cllr UC Jafta 



Skosana Maria Malekl 

Health & Wellbeing 

Phahameng Section 

Masiteng Ncrrakhubo Emma 

Secretary 

Phahameng Section 

Nkutha Zandile Tryphina 

Social Development 

Phomolong Section 

Motsima Malefa Mabel 

Social Development 

Phahameng Section 

Tshabalala Mlhandeki Prinse 

LED 

Phahameng Section 

Mokoena Evelina Maleqhoa 

Hearth & LED 

Phahameng Section 

Moloi Mathoto Mana 



Motaung Helepi Paulina 




Wards 


1 Name & Surname 



CirrWC Motloung 

Mazibuko Simon Lekgclle 

Sports & Recreation 

Mokoena Section 

Miya Norah Nondlele 

Disabilities, Old Aged & Orphans 

10th Street 

Mokoaqatsa Tiisetso 

Home Affairs 

Winnie Mandela 

Mofokeng Joyce Iwaiane 

Hearth & Well being 

Extension 1 

Jokanisi Bricks Bulislle 

Projecls 

Mzizi Street 

Skosana Wliriam Mohobelo 

Education & Human Development 

Tsoku Street 

Motaung Elizabeth 

Police & Transport 

Winnie Mandela 

Dlaminl Rosie Hluphekile 

Agricurture 

Chris Hani 
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Ward 9 


Name & Surname 

Sector Representation 

Area 

ClIrLS Kubeka 

Kubeka Mampele Ema 

Health & Social Development 

Extension 4 

Molefe Anna Ntaoleng 

Infrastructure 

Extension 4 

Zimu Abraham 

Agriculture 

Tshabalala Street 

Morajane Papa 

Sports 


Motaung Mmalefu Liesbeth 

Religion & Traditional Affairs 

Extension 3 

T sotetsi Lebona 


Extension 3 

More mi Elizabeth 


Extension 3 


1 . 5 Geog ra ph it profi I e 

The Mafube local Municipality is situated In the faraast- 
ern end of the Fezile Dabi region. The municipality cov- 
ers a total of 21.5% of the total area of Fe^ile Dabi 
region. The municipality is made up of four main 
towns, namely; Frankfort. Villiers, Cornelia and Tweeling. 

Frankfort, which serves as headquarters for the munic- 
ipality, is situated 56 kiJo metres east of Meilbron and 
approximately 120 kilometres south east of Sasolburg. 

Villiers Is situated at the banks of the V^al River, adja- 
cent to the IVS National Road linking Gauteng to KZN. 
The town is located about 120 kilometres from Johan- 
nesburg. SO kilometres from Vereeniging end 117 from 
Sesolburg. 

Cornelia is situated about 157 kilometres east of Sasol- 
burg and 36 kilometres south east of Villiers. The town 
is also adjacent to the R103 road between Warden and 
Villiens. 
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Finalljf, TwcffiNng Es situated about 150 kilometres east of 
Sasolburg and is within 160 kilometie^ of major urban 
centres like Vereeniging and VarHJerbijfpark. 


Total Population 


1.6 Demographic profile 

The rei;:enit 2011 Census states that Mafube has s 
population size estimated at 57376, The 
population of the whole of Mafube is broken down 
as shown in the following Figures: 


Grand Total 
Female 
Mdle 




Male 

Female 

Grand Totai 

!■ Total Pop u ration 

27805 

30071 

57 S 76 


Census eset 2011 


Rgure T.6.2 Popufation Group by Gender 


Population Group by Gender 


3 DOOO 
25000 
20000 
15000 
1 0000 
5000 


Black Coloured Indian or White Other 
African Avian 

■ Male a Femrilc 

Census as at 201 1 

1.7 Employment and Education profile 
Figure1.7.1 Gender by highest education level 


5000 I 4232,^7 

-4000 i.. 

,r- 

3000 

?000 1 
1000 

.,1 

0 — = — - 

Grade 12 / 

5td 10 / 

Fofiii S 


■ Mate ■ Female 



Hightiir BdLfielori. Higher Novchoultrig 
Diploma Degree and Degree 


Puvl Mavterv / 

graduate PhD 

Dintnma 



Mafube Local Municipality 


2013/2014 Annual Report 


Page 14 



Figure; Labour force 


Labour Force 



■ Mafc 


^Emplovcd ^Unemployed ^Discouraged %Othernoi 

work'seokor economically 
aciivQ 


Census as at 2011 


1.6 Municipal Services profile 


MUNiCiPAL HOUSEHOLD SERVICES 

CODE 


FS205 Flush Collet connected Weekly refu» Piped water Elactrlclty for lighting % 

to sewerage % removal % Inside dwelling % 


2001 

2011 

2001 

2011 

200T 

2011 

2001 

2011 

59,0 

77,2 

72.3 

60,2 

13,1 

39, B 

72,7 

84,4 


Census as at 2011 
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CHAPTER 2: GOVERNANCE 


2.1 Governance Structures 

Msfube Local Municipality Is an Emutive Gommiltce 
type municipality wherein all powers are vested In 
Council. Ths municlpaltty has a Council made up of 17 
Councillors. Nine [9J of the Councillors are Ward 
Couneilfors vvhile eight (0) are drawn from the 
proportional representative list; The Council established 
an Executive Committee comprising the following 
members to provide leadership and guidance to the 
administration between Council meetings. The 
Mayor Cllr J.E Sigasa, Cilr M.A Mosia and Clfr M Du 
Plessis. The monlclpality has also established Ward 
Committees in all the 9 wards within the area of 
jurisdiction of Mafube. The Ward Committees act as 
crihcal community organs that facilitate community 
input Into municipal policy making^ planning and 
implementation of municipal 
programmes. In addition, the munlCEpality has also 
established other forums to ensure structured 
engagement with the community and other key role 
players. These include the iOP Representative Forum 
established to ensure community Input in the 
formulation of the I DR 

2.2 Political Governance Structure 
Council 

The municipality has a Council made up of 17 Coun- 
cilors. The Mafube Locaf Municipality Council currently 
consists of 17 Councillors, 9 Ward Councillors and 8 
Proporhonal Councillors. 


Executive Committee 

The Council established' an Executive Committee that 
comprises the following members to provide leadership 
to the administration between Council meetings: 

Portfolio Committees 

The municipality also established Portfolio Committees 
to provide oversight over programmes of various 
municipal Directorates. The following ars Portfolio 
Committees established by the municipality: 


Name 

Designation 

JE Stgasa 

Chairperson and Rnance Committee 

Ma Mosia 

Coremunity and Corporate Services 

M Ou Plessis 



4/ Portfolio Committee: Corporate Services 
^ Portfolio Committee: Planning and Infrastructure 
^ Portfolio Committee: Community Services and 
Local Economic Development 
^ Service Deltvery snd Public Safety 
^ Portfolio Committee: Finance 


The structures explained above are represented In the 
diagram below: 


Portfolio Committee 
Service Delivery i 
Pu^c safety 


Portfolio Committee 
Corporate Services 




Speaker 


Council 


0(GO 


Portfolio Committee Portfolio Committee 

Planning a nd InUtastruclute Community Services 



Waid Ward Ward Ward Ward Ward Ward 

Committee Committee Committee Committee Committee Committee Committee 

12 3 4 5 6 7 


Portfolio Committee 
Finance 


Ward Ward 

Committee Committee 

a 9 
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CouncH Leadership 






Cllr. M Mofokeng 



Cllr JU Prete>r!a$ 



Cllr. MA 
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2.3 Administrative Governance Structures 

Mefube local Municipality 1$ a small ExecuUve 
Ck>nnmiltee type municipality with an administration 
organl$ed into 5 pfogrammes meant to support Council 
in the implementation of resolutions and policies within 
the broad framewortc of the IDP, applicable fegislation 
and the Constitution. The programmes under the 
administrative leadership of the Municipal Manager are 
as follows: 

^ Financial Services; 

^ Technical Services and Infrastructure; 

^ Community Services; 

^ Corporate Services; and 

^ Service Delivery end Public Safely 

The programmes are structunad and organised in a man- 
ner that takes into consideration the various 
constitutional and legislative mandates, powers and 
functions entrusted in the municipality. 

The Office of the Municipal Manager serves as a pivot 
that facilitates interface between the political offices. 


community and administration as key componenU of 
the municipality. The Office is also responsible and ac* 
countable for the overall Implementation of municipal 
programmes. The Municipal Manager executes his func- 
tions in conjunction with or with the support of man- 
agers accountable to hlmfher. These managers (Direc- 
tors) serve as heads of the various programmes 
highlighted above. 

As part of planning, implementation and monitoring of 
municipal programmes, the Municipal Manager has sat 
up management slrucluras. The most critical Is the man- 
agement meeting. This is a forum that convenes once 
every week to report progress, review programmes end 
plan ahead on a weekly basis. The forum is attended by 
all the Directors, middle managers/supervlsors responsh 
ble for certain key pnogrammes and the heads of Units 
or nggionaJ offices of the municipality. This is a senior 
management learn responsible for dai^ management of 
the municipality. 

2.4 Executive Management 

The top management team of the municipality referred 
to above is represented in the diagram below: 



Service DetlVery 
and Public Safety 
(Acting) 
CHracior (S56} 
Me M,K-H 
TsoletsI 


Vlllhers 


TwEfiting 


Cornelia 

j Me M.3 Motioung 


(Acllng) 





Me LLTshabalala 


Me M.L Masitertg 
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Executive Management 



Mr PI Radelw 
Municfpal Manager 



Ms ZE Mofolceng 
Director: 

Community Services 



MeN.E 

Radebe 

Director: 


OopCF^ Ssn^ 



Me MKH Teoietel 

(Actingl Wnedor: 
Service Delivery 
ar>d Puhllc Safety 



MrALMphuthi 

Director: (Acltng) 
Infrastructure Services 



Mr r^AHIubl 
Chief firwncial 
Ofliccr 
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2.6 Public Accountability and Participation 
Public Meetings 

Mafuba Local MunicIpaFity has cultivated a strong 
cuFture of public participation with numerous 
structures, systems and processes created to deepen 
public participation and prom ole public ac- 
countability. The mumcipalrLy continuously advertises 
and Issues notices for their Council meetings to which 
the public Is invited to partlclpatc- 

In additloh, whenaver there is a policy or by-law that is 
to be passed f the municipality regularly issues notices for 
public parUcipahon and/or feedback from the commu- 


nity. In addition^ the municipality would also calf public 
meetings where Councillors, officials and communities 
come together to discuss those policies and by-laws. 

In addition, the municipality, under the leadership of the 
Mayor and Speaker regularly have meetings or 
Imbi^os' with the community to report on progress 
and challenges with the delivery of programmes and 
projects as contained in the IDP and SDBIP and also 
receive feed-back for corrective action and 
acceleration of delivery. This year the municipality held 
a Local Government summit, LED summit and Youth 
summit: 


1 Venue 

Summary of issues raised by communities 

Sunset - Ward 7 {NamahadI) 


ID documents 



Business and restdentiaJ sites 



Clinic development 



Cemeteries upgrade 



livestock support 



Speed humps in Phomolong 


❖ 

Billing and accounts 



Roads and bridge construction 



Electricity provision 

Mamello Sports Ground - Ward 2 & 


Electricity tampering 

5 (Namahadi) 


Electricity tariffs by Rural Maintenance 

Mfundo Secondary School (Ward 2) 


State of RDP houses 

❖ 

Water leaks and epillage 


❖ 

Traffic control 


❖ 

Electricity 

provision 


❖ 

SMME support 



Youth support 

Zorn ba Stadium - (Wards 5 & 6] 

❖ 

Meters not 

Namahadi 


read 

Street lighting 



Roads and streets 



Sewer leaks and blockages 



Rehabilitation of stadium 



SMME support 



State of RDP 
houses 


❖ 

Industrial waste 


❖ 

Billing 


❖ 

Council communications 

Mlindo Siilnga Hall (Ward 5) 

if 

Care for public 
spaces 

Billing 

Free Basic Services 

EkukhanyenI Community Hail 
(Ward1) 

♦ 
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Vonue 


Summari/ of Issues raised by communities 


Mafahlaneng Connmunity Hall 
(Ward e) 


Qalabotjha Sports 
Ground Villiers Town Hall 
(Ward 4) 


Of>en Space Ext 4 (Ward 9) 


Mohlakeng Primary School (Ward 3) 


^ Sewer leak$ 

^ SMME 
support 
^ Silling 

^ Fencing of public 
amenities 
^ Watering 
^ State of RDP houses 

^ Meters not read 
^ Traffic control a nd safety 
^ RDP banefrdary list martagsment 

^ State of RDP houses 
^ indigent register 
management 
^ Faulty meters 
^ Water leaks and spillages 

^ Title deeds and change of 
ownership 
^ Billing 
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2.7 IDP Partkipation and Alignment 


As per the requifements of the legislation and in keep' 
ing with the culture of public participation that has 
been cultivated over the years, the munidpalFty contin- 
ues to involve com rm unities in the drafting of the new 
IDP and the Budget. 


An extensive comni unity participation programme 
that saw Councillors and offbciats crisscrossing the 
length and hnealh of the Mafube consulting 
communities on key priorities and allocation 
of resources was unfolded. This community 
participation programme that also involved 
extensive involvement of Ward Committees 
happened in terms of the programme below: 


PHASE 



Preparatory Phase 

August - September 20 1 3 

Draft IDP process plan 

Submlssbn of IDF Process plan to Portfolio 

Committee Approval of 3DP Process by Council 

Analysis Phase 

October - Movemher 2013 

IDP need analysis 

Compilation of ward 
profiles 

Strategic Phase 

Novemher-December 2013 

Development of objectives, strategies, projects & 
programmes {Mayoral Strategic Workshop) 

Project Phase 

January - February 2014 

Formulation of project proposals 

Screen, adjust, consolidate and agree on projects 

Integration Phase 

February - ^^a^ch 20 1 A 

Alignment session with District 

Approval Phase 

March - May 2014 

Table Draft reviewed IDP to Council 

Submission of the Draft FDP to FDDM and 

Cogta Advertisement for comments on Draft 

IDP 

Final adoption of the IDP & Budget by the Municipal 

Council Adoption of the SOBIP by Council 
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2.8 Corporate Governance 

With respect to Improving good corporate governance 
the municipality Introduced various measures in the fol- 
lowing areas: 

Ri$k Management 

Building on the com pnehen Siva Risk Management Reg- 
ister developed the previous year, the municipality de- 
veloped Risk Management and Audit Plans which assist 
in continuously identifying business risks and dealing 
with them. The municipafity also appointed Ihe risk 
management officer. The muniicipality continues to work 
with the Risk Management Unit established at the 
district level to continuously monitor business and 
operational risks and bring these to the attention of 
management for action. 


Anti-corruption and Fraud 

The municipaJily intended to develop own Anti-cornjp- 
tion and Fraud Management policies and plans. This was 
so mainly because the Auditor General has continu- 
ously raised the matter with the munlclpelity. However 
due to lack of internal capacity and limited resources, the 
municipality has not been able to develop these 
policies and plans. It is however the plan of the 
municipality to ensure that these policies and plar^s are 
devefoped in the next financial year 

Supply Chain Management 

The municipafity has developed and continues to revise 
its Supply Chain Management Policy with all attendant 
structures and systems in place. Despite its best efforts, 
the municipality has not been able to comply fully with 
the requirements of the Policy. This has been so mainly 
because of poor planning for acquisition end procure- 
mef\t of goods and services resulting in endless pro- 
curement on deviations. This situation is also attributa- 
ble to the municipality's current financial situation. Due 
to uncertainty regarding availability of resources, it has 
been difficult for the municipality to plan properly and 


determine what and when to procure goods and serv- 
ices. This is however notan excuse for proper planning 
for acquisition and procurement of goods and services 
by the municipality. The municipafity will pay particular 
attention to improving supply chain management in the 
nei^t finarKial year. 

By-laws 

As indicated elsewhere In the Report, the municipality 
continues to revise and develop by-laws to improve 
good governance, peaceful coexistence, service delivery 
and orderly development in Mafube. This financial year 
the municipality drafted a number of by-laws which 
were to be subjected to public participation processes 
before approval by Council. The draft by-laws developed 
include: 

^ Building Regulations 
^ Dumping and Littering 
^ Informal Settlements 
^ Keeping of Animals 
^ Refuse Removal 
^ Street Trading 

Websites 

The municipality has a website that is functioning at a 
fairly basic level. The website is regularly updated 
through the work of a consul tani. The munlctpallty 1$ 
experiencing a problem of a delay of stones that must be 
publicized; however the matter ia being attended to by 
engaging the consultant on the solutions towards thai 
matter. 

Public Satisfaction on Municipal Services 

The municipality has not been able to undertake com- 
prehensive public satisfaction surveys on municipal serv- 
ices mainly because of lack of planning for It and limited 
capacity and resources. The municipality however regu- 
lady interact with communities through various plat- 
forms and structures ir^luding Imbizos and Ward meet- 
ings etc where feedback on service delivery is obtained 
and discussed. The muniapality acknowledges that this 
cannot be sufficient aivd more needs to be done. 
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CHAPTER 3; SERVICE DELIVERY PERFORMANCE 


The perfarmance review of the municipafity will be undertaken in relation to the five areas of Local Government Strategic 
Areas agreed to nationally. These are Municipal Transformation and Organisations] Development, Infrastrocture 
Development and Service Delivery, Local Ecanoniic Development, Municipal Rnancial Viability and Management, and 
Good Governance and Public Participation* 

3.1 Municipal Transformation and Organisational Development 

ChalJenges 

^ Making sure that organiiational policies are in place and are effective]/ impiemenled; 

^ Ensuring that parforTnance of staff is effectively rnonitored and Improved; and 
^ Ascertaining that orgenizationai and HR systems are in place and effectively implemented 
^ Old. poor maintenance and shortage of fleet. 

^ Poor maintenance of Municipal buildings 

Key Priorities 

^ Revise organizational structure and align it to the rreecfs in the I DP; 

^ Recruitment of staff to fill all critical posts Identified; 

^ Revise and implement the Wod^place Skills Plan; 

^ Develop and implement outstanding HR policies; 

^ Develop and Implament Performance Management System; 

^ Develop ar>d impiemant organizational and HR systems: 

^ Develop outstanding bylaws; 

^ Develop andImplementEmployee Assist a nee Prog ramma; 

^ Maintain a vibrant and heaJthy labour relations, anvironment in the municipality; 

^ Ensure efficient running of the municipal administration; 

^ improvement of municipal Informa-iion and Communication Technology Systems (JCT). 


Key Performance Indicators 

^ OrganizaiionaJ structure revised and allgrred to the needs in the I DP; 

^ All critical posts identified and filled; 

^ Workplace Skills Plan revised and implemented; 

^ Outstanding HR policies developed and implemented; 

^ Performance Management System developed arid implemented; 

^ Organizational and HR systems developed and im pie merited; 

^ Outstanding by-laws developed and Implemented; 

^ EmployeeAssistanceProgrammedevelopedandlmplemenied; 

^ A vibrant and healthy labour relations environment maintained in the municipality; 

^ Efficient running of the municipal administration ensured; 

Key Performance Highlights 

^ During this financial year the municipality revised the organizational structure with some significant changes 
to respond to the changing needs of the municipality. The new organizational structure was adopted by 
Council ontheS'e Manch 2013 for Ihe implementation from the 1*^ of July 2013. 
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^ The municfpaJity experienced a Irsgic loss in passing away of the Director Service Detiv&ry and Public 
Safety, whereby Me MHK Tsotelsi got appointed in an acling capacity in thai posilion. 

^ The municipairty aiso fifled the position of a Chief Financial Officer which was filled by Mr N.A HiubJ who 
gol appointed on the 15 May 2014. 

^ Themunicipalllyalsofdentifiedafurthernumberof critical posts thatneededtobef lied, Manypositions were 
consequentiy filled and that brought the staff esteblishmerit the numbers as shown below: 


I "'*1 






i i ' ■ i. JL 

Office of the Mayor 

8 

6 

14 

Office of the Speaker 

4 

G 

10 

Office of the Municipal Manager 

S 

3 

12 

Service Delivery and Public Safety 

22 

5 

27 

Planning and Infrastructure Services 

107 

29 

136 

Financial Services 

23 

12 

40 

Corpomte Services 

24 

5 

29 

Vmiers Unit 

102 

54 

166 

Cornelia Unit 

46 

29 

76 

Tweeling Unit 

49 

37 

36 

Grand Total 

4GS 

224 

6G9 


^ The munitipairty also ensured that the Wor1^prace Skills Plan (WSP} was ravlsed this year again as required by 
the legislation. Upon revision, the WSP was submitted to lha Department of Labour (DoL) and the Local 
Government Sector Education Training Authority (LGSETA}, The municipality ensured that identified 
beneficiaries employees were trained in various vocations and the Annual Training Reports was compiled and 
submitted to the Department end the SETA. 


^ The Employment Equity Plan was also ravised for 2013-2014 as required by applicable legislation. The revised 
Employment Equity Plan was submitted to Council for approval. 

^ As far as Human Resources policies are concerned, the municlpalrly has ensured that 90% of the policies 
were developed and implemented. The municipality has however developed a number of other policies which 
were submitted end approved by the Council. The policies developed included the following: 

-Attendance and Punctuality 
-Training and Davelopmoni 

- Standby 

-Recruitment and Plac&ment 

- Records Management 
-T ransport Allowance 

- Overtime 
-Internal Bursary 
-Incapacity 

- iCT 

- Experiential learning 
-Dress Code 
-Communication 

- Code of Conduct 

- Occupational Health and Safety 

- Leave 
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^ With regard to performance managenneot. the municipal ity has ensured that work continueSn With alJ the 
performance management frameworks and monitoring and reporting templeleB in piace, the municipality Js 
happy to announce thet it has appointed the Performance Management Syscem (PMS} Officer and the Integrated 
Deyelopment Plan {IDP) Officer to ensure lhai various aspects Including drafting of performance agnsements 
and performance plans for senior managers, the SDBIPand drafting of Annual Reports are in place. 
Unfortunately (he municipatity was unable to do performance assessmer^te due to lack of consistent quarterly 
reports which led to the annual performance assessment of managers not being done as well which should 
result in the payment of bonuses, among others. The municipality has however identified this as a 
weakness and with the appointment of the abovemeniioned employees, perfonmanoe management 
system and reporting will Improve tremendously In the following financial year, 

P On the labour relations front, the municipality continued to Improve the overall functionality of the Local 
Labour Forum. The Local Labour Forum Is functioning wo 11 and meetings were held many times 
as expected to attend to a variety of labour issues at the workplace. 

^ The municipality continued to implement its Occupational Health and Safety and employee wellness 
programmes with the employee relief scheme and rnoral regeneration by the cliapfams. Employees were 
provided with the PPE's as part of the continued effort to assure their safety at work. 

^ The municipality also continues to do work to improve overall state of the municipal buildings and property. 
In this regard, the municipality ensured that Council buildings end halls in Frankfort and Vllllers were renovatEd 
and rehabilitated. 


3.2 Infrastructure Development and Service Delivery 

Challenges 

^ Appropriate prioritization and planning for community needs; 
^ Provision of basic services within limited Infrastructure capacity; 
^ Ensure availability and sustainable use of land for development. 


Key Strategic Priorities 

^ Provide and extend basic services Including water, sanitation, electricity, roads and storm water and waste 
removal; 

^ Upgrade and maintain Infrastructure for provision of services; 

^ Facilitate the provision of houstrig to the community; and 
^ Provide social and community servEces to the community 
^ Undertake land audit, develop SDF/LUMS and upgrade informal settlements. 


Key Performance Indicators 

^ Communitias provided with access to basic services; 

^ Infrastructure projects i m p fomented and co mpleted ; 

^ Number of houses built and related town planning services provided; and 
^ Social and community services provided to the community. 

Land audit completed, SDF/LUMS developed and informal settlements upgraded 
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3.2,1 D EP ARTM E NT: FI N ANCI AL $E R VI CES 


Key 

Measurable Objective 

Anrtuai Target 

Actual 

Reasons for non or 

Corrective 

Performance 


performance 

under perforniance 

measures taken or 

Area 





to be taken 



Financial 

AccDunling 


Ffnanclal 

Reporting 



Financial Management 
Reforms 

Financiai Systems 
Changes 

Compile Annual 
Financial Statements 


Manegemenl 
Responses to Audit 
Queries 

Auditor Generai Report 

Corrected Journai 
Misairocatlon 


Annual Report 
(Financial State rnenis) 


100 % 


100 % 


100% 

Annual Report 


Management 

Letter 


Annual report al 
the end of 
financial year 



100 % 

60% 


DEPARTMENT: FINANCE SERVICES (CONTINUE*.*) 


Key 

Measurable Objective 

Annuai Target 

Actual 

Reasons for non or 

Corrective 

Perforniance 



perfoTTnence 

under performartce 

measures taken or 

Area 





to be taken 


Financial 

Reporting 


Impiementation of 
GRAF 


50% 



All related policies 

60% 

60% 


Investment 

Reconciliation 

Insurance Claims 

Monthly 

Daily 

100% 

60% 

Cost, Capital & 

Review/ cf established 

Reslrucluring 

60% 

Management 

Accounting 

treasury budget office 

Process 


Budgeting 
and Budget 
Control 

Compile municipal 
budget document 
aligned to IDP submitted 
to Council 

December-May 

1C0% 


Compile Revised Budget 

December 2013 

100% 


Report on budget 
performance 

Monthly 

100% 
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DEPARTMENTj finance services (CONTINUE,..) 


Key 

PerformaniMJ 

Area 


Cost, Capital 

& 

Management 

Accounting 



Cash Flow 
Management 


Strategic 

Objective 


Cost, CapUnf 

A 

Management 

Aceouittlng 



Cash Flow 
Management 



Measurable Objective 

Annual Target 

Actual 

performance 

Draft Adjustment 

Budget 

December 2013 


□raft new budget 
action plan 

August 

100% 

Evaluated dally income 
and expenditure 

Dally 


Submit new budget to 
Council 

3VD3/2014 

100% 

Section 71 monthly 
financial reports 
submitted to the Mayor 

Monthly Reports 

80% 

Monthly cash flow 
proleclions Inputs from 
Directorates 

Monthly 

60% 

Monthly cash flow 
variance reports per 
department 

Monthly 

60% 

Measurable Objective 

Annual Target 

50% 

Draft Adjustment 

Budget 

December 2013 

100% 

Draft new budget 
action plan 

August 

100% 

Evaluated dally income 
and expenditure 

Daily 

70% 

Submit new budget to 
Council 

31/03/2014 

100% 

Section 71 monthly 
linancial reports 
submitted to the Mayor 

Monthly Reports 

100% 

Monthly cash flow 
projections inputs from 
Directorates 

Monthly 

40% 

Monthly cash flaw 
variance reports per 

Monthly 

40% 


Reasons for non or 
under performance 


Corrective 
measures taken or 
to be taken 


department 
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DEPARTMENT: FINANCIAL SERVICES (CONTINUE...) 


Key 

Performanc | 
e Area 

Measurable Objective 

Annual Target 

Submission 
of reports 

Weekly reports to be 
compiled 

Monthly report 


Compiled monthly, 
quarterly and annual 
report to the Muniolpel 
Manager and Treasury. 

End month 

Asset 

registration 

managemen 

t 

Updated asset register 
report 

End quarter 

Submission 

of 

requlslllon 

books 



Fixed Asset 
Managemen 
t System 

Recorded condition and 
value of fixed assets 

100% 


ActiJal ReasDns for non or Correctiu^ 

performance under performance measures taken or 


to be taken 



DEPARTMENT: FINANCIAL SERVICES (CONTINUE....} 


Key 

Performance 

Area 

' Measurable Objecti^ 

Annual Target 

Actual 

performance 

Reasons for non or 
under perforn^iance 

Debt and 

Revisnuo 

Managomant 

Accurate and optimum 
revenue collected 

Weekly 

21% 

Inaccurate billing 
due lo wrong meter 
readings 

Rates 

AdmlnletratlD 

n 

Rates policy developed 

To be reviewed 

0 

Must go to Council 
for adoption 


Optimum revenue 
collected 

60% 

50% 


Collection and 
management 
of revenue 

Purified debtor date 
base and minimum 
debts In arrear 

50% 

20% 


Managing of 
Debts and 
cr)llect}orr of 
arrears 

Letters of demand sent 
Ciitling-Off services 
Hand-over to Attorneys 

Monthly 

Monthly 

Quarterly 

50% 

□ally calls are being 
made and rebates 
are offered lo 
enhance revenue 
base and settle 
arreas 

Registering 
of indigents 

Number tsf Indigents 
registered and updated 

80% 

10% 

Will embark on a 
campaign In 
October 2014 


Corrective 
measures taken or 
to be taken 
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3.1.2 DEPARTMENT! CORPORATE SERVICES 


Key 

Performance 

Area 

Key Performance 
Indicator (KPI) 

Annual Target 

Actual 

perfomiance 

Reasons for non or 
under performance 

Increase 

organisafional 

efficiency 

Performance 
Management System is 
reviewed and 
implemented 

100% 

40% 

Lack of internal 
capacity due to late 
appointment of a 
PMS Officer 


Training external and 
internal 

80% 

70% 

Insufficient funding 

Corporate 

Support 

Properlv Manaqement 

80% 

55% 

Insufficient funding 


Incoming post 

ao% 

B0% 



Outgoinig post 

^0% 

80% 



Faxes received and 
sent 

80% 

80% 



Legal and 

Administration 

80% 

80% 



Council administration 

so% 

00% 


inBiiiutional 

Development 

Organisational audit in 
terms of legislative 
compliance 

30% 

40% 

The funclionality of 
interna] audit was 
only established 
during the year 


Development of by-laws 

80% 

70%^ 

lr>sufficfent 
ccnsultation and non 
adoption by Councii 

Effective 

human 

resource 

manaoement 

Personnel 

administration 

80% 

70% 

Late capturing of 
leave forms 

Transformatio 
n, change and 
performance 
management 

Personnel 
maintenance, 
management, training, 
selection, rocfultrnBnt, 
labour relations, 
change and 
performance 
management 

B0% 

65% 

Late appointment 
of the Labour 
Relations Officer 


Corrective 
measures taken or 
to be taken 


PMS Officer 
position has been 
filled, the system 
will be reviewed 
and imple merited 
in the 2014/2015 
financial year 
Allocation of 
sufficient budaet 


Airocailon of 
sufficient budget 



By-laws to be 
submitted to 
Council for 


A refresher course 
for VIP system toy 
the personnel 


Labour Relallons 
Officer position 
filled 
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3*13 DEPARTMENT: COMMUNITY SERVICES AND LED 


Key 

Performance 

Area 

Key Perfonmance 
Indicator 

Annual Target 

Actual 

performance 

Reasons for non 
or under 
performance 

i Corrective 
measures taken 
or to be taken 

Community 

Facilities 

Ground Sales 

00% 

50% 

Late payment and 

contractors 

dispute 

Swimming pool 
upgraded but due 
to non availability 
of security 
vandaFism did take 
place 

Problem resolved 
through steering 
committee 
meeting 

Proper plan Is 
needed 

LED 

Report on performance 
of the LED sLretegy and 
its sustainability 

80% 

70% 



Library 

Library services 

S0% 

20% 

The Province is 
taking over 
libraries 


Cemeteries 

Capital Programmes 

80% 

20% 

Lack of funding 

Requests to be re- 
submitted to other 
departments 

Parks & 
Recreation 

! 

Pi ant & Equipment 

80% 

30% 

Lack of funding 

Re-submit request 
to other 

departments and 
the district 
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3,1*4 DEPARTMENT: PLANNING & rWFRASTRUCTURAL SERVICES 


Key 

Perforinance 

Area 

Key Performance 
Indicator 

Annual Target 

Provide Water 

Number of Households 
provided with basic 

90% (603) 


water 

Review of Water 
Services Development 
Plan 0/VS DP) 

100% 

Provfdo 

Number of households 

100% 

Sanitation 

provided with toilets 
(water borne system) 
RBIG (NWWTP) 



Upgrade by Rand Water 

100% 

(Design and 
Tender) 

Provide 

Number of households 

90% 

Etectriclfy 

provided with house 



connections 
(Qafabotjha and 

90% 


NamahadI) 

100% 


Number of households 
provided with free basic 
electricity 

100% 


No. of new High Mast 
Lights erected 
Maintenance of street 
lights 

4 

Maintenance 


60% 

and Upgrade 


1,1 km 

Roads 


0 

5,5 km 

100% 

Provide Storm 

Compile a Storm 

100% 

Water 

Water Management 


Management 

Plan 

Develop an Integrated 
Traffic Plan 



Actual 

performance 

Reasons for non or 
under performance 

Corrective 
measures taken or 
to be taken 

100% (S03) 



100% 



0 

Lack of funds 


100% 

Did net proceed with 
it 

Funds wfll be 
avaifable in 
2014/15^10117 

90% 

500- OalaboLjha 
500- NamahadI 



100% 



4 but not 
connected 

No funds 

Provided for in the 
next financial 
year's budget 

80% 

1^1 km 


Need funding 


Lack of funde Need funding 
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PLANNIMG & INFRASTRUCTiJRAL SERVICES (CONTINUE..,) 


Key 

Performance 

Area 

Key Performance 
Indicator 

Annual Target 

Actual 

performance 

Provide the 
Project 

Implementation of 
Micro Software 

100% 

0 

Management 

Project 

100% 

100% 

Assistance 

Managernent 

100% 


in 

Attend all MIG 


100% 

Implementatl 

meetings 

100% 


on of all 

Control and 


100% 

projects 

morritor all Projects 
- financial cash 
flows and progress 
reports 

Compile Business 
Plan to access 
funding from 
various funders 
Compile and 
submit closed out 
reports for aJI MIG 
funded projects 

100% 

100% 

Promotion of 

stakeholder 

participation 

Attend Technical 
Forums 

Energy Forum 

Water Forum 

100% 

100% 


Roads and storm 
water 

No, of Meetings 
with different 
stakeholders 

12 meellngs 

100% 

Invest in 

infrastructur 

e 

% of capital budget 
actually spent on 
capital projects 
% of operational 

100% 

S5% (MIG) 


budget spent on 

100% 

83% (Energy 


maintenance 

70% 

efficiency and 


% of bids awarded 
to BEE 

100% 

demand site 
management 


Report on number 
of jobs created 
through LED 
Initiatives Including 
capital proiecis 

109 jobs 

100% 

1 09 jobs 

Enhance 

Conduct 

100% 

Customer 

Cuslnmer 

Customer Service 


service 

Service 

Survey and 
report to 

Municipal 

Manager 


opinion was 
DhieJned 
through, 
meetinjs and 
complaints 
register 


Reasons for 
non or uiiEisr 
perfnmiance 


No funds 


Corrective 
measures taken 
or to be taken 


Planned for the 
next financial 
year 


Improve 

revenue 

collection 
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3.1.5 SERVICES DELIVERY & PUUC SAFETY 


Key PerformancB 
Area 


Rural 

Oevaloprnenl 
and Demarcallon 


Municipal 
Service Delivery 


Public Safety 


Administration 
and Finance 


Key 

PErfonmance 

Indicator 


Ensure basic 
service delivery 
services such 
as 

Environ mentaL 
Electricat, 
Water, 
Sanitation, 
Roads and 
Storm water 
services are 
supply to the 
community, 
including 
effective 
functioning of 
mechanical 
workshops. 
Ensure law and 
order is 
enforced iri all 
units and 
municipal 
property 
secured. 

Ensure 
effective and 
efficient 
administration 
is provided at al 
municipality 
service delivery 
units 


Annual Target 


Actuai 

performance 


^QQ% 


100 % 


60% 


100 % 


60% 


100 % 


100% 


Reasons for non 
or under 
perfanmance 


Lack Qf internal 
capacity 

Lack of 
resources, 
challenges with 
our mechanical 
workshop 


Lack of Internal 
capacity and 
proper placement 
In security 
section 


Corrective 
measures taken 
or to be taken 


It is provided 
for In the next 
financial year 



Human 

Pfovtslan of 

100% 

50% 

Incomplete 

To t>E resolved 

Settlement 

effective 



RDPs and 

in Ihe next 


housing 



limited land for 

financial year 


administration 



the allocation of 


to community 
at service 



residential sites 



delivery units 
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Key Performance Highlights 
Integrated Development Plan 

^ As required by the Municipal Systems Act, 2000 and related Regulations, the municipality had to develop e long 
term Irfteg rated development plan {IDP).Accortiingly^ the municipality developed a long term 2012/2017 IDP to align 
with the term of the new CounrdL The IDP was deveJoped following extensive consultations with communities and 
other staNeholders in accordance with the applicable legislation and the iDP Process Plan adopted by GouncIL The 
fDP process was driven by an IDP and Budget Steering Committee comprising of the Mayor, 6 Councillors, Heads of 
Directorates, Units and other relevant managers. The municipality also ensured that the IDP was aligned to other plans 
as required including the Provincial Growth and Development Strategy. 

Below is a lisL of public meetings the munlcFpelity had with comm unities as part of its consuJtation process on the 
IDP: 
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Basic Services 

^ The rriunicipialety continues lo Improve infrastructure development and service delivery with limited resounje®. it 
continues to implement the multi-year infrastructure projects that started In 2009. 

Below is a list of the multi-year projects supported by the mijnlcipelity and irrfrastructum grants. 


MAfUBE LOCAL MUNtCtPALITY - 2013/2014 PROJECTS 


PROJECT DESCRIPTION 

ACTfViTfY 

COMMENTS 

Cornetla^Ntsv/anatsatsi SuckslEradicstfan; MIC 
project 

Ptpjsct completed 

(Retention period compfele and 
netenlLon paid) 

Namahadi: Upgrading of Gravel Roads to Paved 
Roads with proper Slorm Water Drainage 

1.1, Km ccmpleie 

Retnniion Period 

Namahadi: Construction of Water Reticulation 
Network with 1714 Erf Connections 

Multiyear projecll 

305 Erf Connecbone outstanding 

Qalabotjha: Extension of the Waste Water 
Tsateent Works 

Mulliyear project 

38% complete, work In progress 

Mafahianeng/T wealing: Upgrading of Sports 

Ground 

Work In progress 

Constnjciion work in progress 

NamahadflKgatbaloha^ Upgrading of Sports 
LCround 

Work In progress 

Constmdion work in progress 

Namahadi HV Feetfer Line 

Partially complete 

Cost was S63 240.00 more than 
the budgel- need lo extended the 
fine to Frankfort Substation 

Eleclrificalion of Namahadi (Phase 2) 

5M households have been connecied 

Complete. AddlUonaF 25 
households still need to be 
etBctrifed 

Electrification of Qalsboljha (Phase 2) 

Complete 

500 houses have been connecied 

Energy Efficient Systems 

Work in progress 

Basla Consulting Engineers are 
carrying nut the project for Ihs 
whole Mafuhe. The work ts 83% 
complete 

ViilfersfQalabotJha new WPP- pipeline 

The Department of Human Settlement is 
funding the project 

Complete 

Eradication of Buckets in Mafube LM 

Presidential Programme 

Work in progress 

Environmental Projects (Eradication of Illegal 
Dumping Sites and Management of ParkslPEA 

Completion of Business Plans 

Work in progress 


Electricity Provision 


^ As reported last year, the 
municipality entered Into an agreement 
with Ruril Maintenance (Pty) Ltd for the 
management, operation, administration, 
maintenance and expansion of electricity 
network and revenue management services 
for a pedod of 25 years. 

^ Number of households provided wilh house 
connections is 1 025 

^ Number of households provided with free 
basic electricity is 4 5Dfi 

^ The municipalily continued (o provide 
services of installing the new high masts 
through Eskom and Rural Maintenance 
^ Maintenance of street lights was also 
done by Rural Maintenance. 
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Wattir provision 

^ The municipality also continues to improve provision of water to the community. Current readings show that more 
communal laps in accordance with RDP standards ware provided in various parts of the municipality 

^ The municipality has also ensured that all the qualifying househofds are provided with free 6kl water. 



Basic services rendered in Mafube 



2013f14 

Number of new RDP houses built in municipal areas 

407 

Number of households provided with water 

16 039 

Number of households provided with efectriciiy 

16 599 

Number of households provided with sanitation 

14 239 

Number of households provided with refuse removal 

17 754 




Roads and Stormwater 

^ The work on upgrading of roads continued this financial year. This included 1 .1km of road that was 
paved In Namahadr near graveyard and SAPS. 

^ The nfiuni-dpallty also continued to do work In reiation to upgrading of roads and storm water channels. One 
of the pieces of work the municipality did. Involved the paving of roads in Ntswanalsatsi. 
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Human Settifiments 


^ While the paevislon of housing is a provinciaf function, the municrpality continued to pley a supportive role 
in this regard. The support role came in different forms Inefuding identification, of housing needs, coeitSvti>er edsicaJicm. 
Identification of housing beneficiaries, maintenance and updating of benef claries lists, keeping beneficiaries 
informed and Identification and provision of land and sites for housing deveiopment. This Is apart from the 
servicing of sites for housing deveiopment. 

^ in addition^ the rnuniclpality continued to Implement the campaign to create awareness about the waiting 
list ancf how it works. This was critical to forge common understarHJIng among prospectives and thereby 
removing misperceptions in the commur^fty and create stability In the allocation of houses. In this regard ^ the 
municipality held a number of workshops with benefidanieson the wailing list. 

^ The municipafity also continued to monitor the construction of houses and complied leports for Department of 
Human Settlements. 

^ Following the audit undertaken the previous financial year regarding the building and housing improvements 
doriia without plans being approved by the municipality, measures were taken to ensure that building and 
homeowners comply with the applicable building laws and regulations. As a result, the municipality has 
observed a steady decrease in the number transgressions of building regulations and by-laws of the municipality the 
table below shows how Ihe houses were provided in Mafube. 


Basic Services 

2013/14 

! Number of new ROP houses builh but not completed 

740 

Number of waiting list for RDP houses 

2 632 

Number of households not provided with water 

2 265 using communal laps 

Number of households not provided with electricity 

1 767 

Number of househoJds not provided with sanitation 

4 066 using bucket system i 

Number of househoids not provided with refuse removal 

350 


Land 


^ Following the application submitted to the Department of Rural Development for the purchase of the land 
adjacent to Frankfort and Cornelia, negotiations have been ongoing to finalise the matter. 

^ The Department of Human Settlements has aiso appointed a service provider for the Ptanning and Surveying of 
1747 residential erven wilh related amenities across all units of Mafube Local Municipality, The residential 
erven will be distributed across all four towns of Mafuhe Local Municipality as follows; 

- Frankfort = 700 erven 

-Viiliers = 247 erven 

'Cornelia = 400 erven 

-Tweeling = 400 erven 

^ Subdivision and surveying of suitable sries for additional residential erven is an or^oing process in all units. 
Certain portions have already been surveyed and ready for occupation by beneficiaries. The Housir^ 
Development Agency (HDA) Is now assisting wilh identificallon ot informal settlements. The key open spaces 
for infill development have been identified and the proposal for esiablishing townships In those areas is 
supported by Council. 
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Wa$te Management 

^ The DEA will a$sl$t the nfiynidpalitj' in terms of the personnel lArho will work on waste management Issues such 
as the landfill sites, campaigns and ad mi nisi native work. (Youth jobs forWasle). The Selection lesi was done 
on the 12 end 13 June 2013. 

^ The munfcipalily continues to eosure that iltegal dumping ales am monitored and cleaned everyday after 
hours. The municipality has also taken advantage of EPWP employees to pick paper at these dumping sites as 
well. The municipality went further to draft by-laws on Illegal Dumping which was submilted to Council for 
adoplion^ 

^ The municipality also continues to ensure that refuse is collected once a week from each household and twice a 
week from business sites. Garden refuse Is collected upon request. 



Parks and Open Spaces 

^ The municipality continues to maintain its parks and open spaces. As in previous years, the municipatity 
continues to ensure that the grass is cut reguiarty as part of the maintenance of the parks and open spaces. 

^ The establishment of a park has started rn Villiens and it is funded by Sasoi 

^ The municipality received funding from EPWP for the greening of parks 
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Roads, Streets and Trafftc Management 


^ The municipality continues to undertake various nesponsibllities related to maintenance of roads and slreetSf 
as well as management of traffic. In particular, tha munictpality refreshed the road markings and signs while 
ensuring that JJ Hadebe Street is cleaned every day, 

^ The municipality has also ensured that road markings in certain streets affie redone to enhance visibility and 
proper traffic control: in other streets, the municipality erected speed humps to ensure safety and protection 
of pedestrians. Road blocks continue to be mounted regularly to ensure effactive management of traffic. The 
municipality has also worked with the provincial govern men i to improve monitoring of roads especially 
during Easter and the festive season. 

^ The municipality also introduced new traffic control measures and ensured that traffic officers are deployed 
strategically and had to work overtijrie to ensure effective traffic management, 

^ A Policy on Escorting Funerals was also developed to provide a framework for governing the support the 
municipality would give rn directing burial processions and thereby minimize traffic disruptions 
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cemeteries 


^ The municipality continues to improve maintenance of cemeterie& in and around Mafube wHh (he 
assistance from the EPWP employees. 


Sports and Recreation 

^ The Mafube participanis attended the Provincial Indigenous games at Reitz where soma were selected 
into the learn Free State. 

^ Mafube participanis represented the Province in ihe Nationai IndigerHJus games lhat were held in 
Pretoria. 

^ As part of the broader effort to improve sporting facilities in Mafube^ two open spaces at Namahadi were 
upgraded for spDr1$grour>ds. 

❖ UpgradhgcfTweeling and Kgatholoha sports grounds is in progress. 
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3.3 Local Economic Developmornt 

Challenges 

^ Jncreasing nates of unemployment end 
poverty: 

^ Econo mic decline in critical sectors; 

^ Absence of strategic and planning frameworks to drive economic 
development; 

^ Weak informal sector or the second economy; 

^ Uncontrolled infonnaJ trading; and 
^ Slow rates of investmer^ts in the local econorrry. 

Key Priorities 

^ Development of the LED Strategy; 

^ Mobilise investments and promote 
tounsm; 

^ Support the local husirress sector; 

^ Support the SMME Sector; 

^ Introduce measures to regulate Informal trading; 

^ Support strategy sectors In the local economy [e.g. agriculture and tourism 
manufacturing); and 
^ Create jobs and alleviate poverty. 

Key Performance Indicators 

^ LED Strategy developed and approved by Council; 

^ Measures taken to mobilise business to invest 
locally; 

^ Measures taken to support local business; 

^ Measures taken to support SM ME's; and 
^ Measures taken to stimulate strategic sectors in the local economy. 

Key Performance Highlights 


^ The municapaliiy is also in the process of strengthening its LED institutional capacity In this regard 
has also appointed an LED Manager who is charged with the responsibility to strengthen the LED 
Unit and drive LED strategy and programmes in a structured, focused and dedicated manner 

^ The municipality has also established an LED forum that brings together the various role- 
players in the economy of the Mafube to serve as ^n institutional mechanism to integrate, 
coordinate and diive LED interventions In MafubOe The Forum has elected Its leadership, finalized 
its terms of reference and is in the process of sorting a variety of other institutional and management 
arrangements. 

^ The municipaiity held an LED Summit which look place on 13 and 19 July 2013. The objective of the 
LED Summit was to bring all role-pleyars together and look at the chellenges facing the local 
economy, chalfenges facing the small businesses and find ways of responding strategically to these 
challenges. The Summit was also meant to feed into the LED Strategy being developed. 

^ To deal with the challenge of uncontrolled informal trading, the municipality held meetings with small 
business traders to encourega them to formalize and register their businesses with the municipality for 
proper allocatjon of business sites. 
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^ The following are the LED Sumtriit rBsofutions taken among others by the partiDipants to be implemented by the 
municipality. 
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^ The municipality through Ihe support from the MEC of Detea embartted on an outreach programme 
which was a huge success whereby small businesses were provided with working equipments to 
sustain their businesses the following smatl busine^ benefited; 
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PiAh1£0FaUSlN£S£ ITCMS 

aEUVERED 



Dgwn Town Car Wash 


Mvelo -Entle 


Rebecca Mottocing' PUg Farming 


Divas Fast fcwd’ Sunny 
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pipe x2 
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hosepipes x2 

Protective 
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xS 
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Deep Fryer 
Qrlller 


Madrtibofa Dairy 
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Deep Fryer 

» 
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* 

Potato 


Cutter 

« 
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A 
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A 
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• Food For the Pigs 
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• Jojo stand 
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• Stove 4 plate 

• Egg boiler 

• Kettle 


F^ot delivered 


* Fridge 


• Oven 

• Wew den Gloss 
paint 
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£ paint brush smail 


COMAilENTS 


Not Available 


Beneficiaries worried 
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Clienls hoping to find 
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jWo pfaoe forfridgej 
Fridge is In munlctpally 
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were not svailable 
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I Mafubc African H&Hfage- 

iradltkHial Food 


2i« four plate 
ildve^ 

Deep Fry 
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dump) 

Deep 
Frazer ( 
double} 

Food 
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municipality 
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* 
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‘ Standing Dryer 
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Mamo«faetsi'5 BunnyChtw 


Lcblpi erkkand Sand 

Majiu^cturfng 


Sua' ngd IVtrulhd S 


I 


integrity Hair Saltan 


Purple Tree Seauly 


Green Hduse F^st fdod 


sebago T uck $i^p 


Daba garden Services 



Deep fryer * Mo outstanding 

Mino even needs 

PetatD 

cutter 

Fridge 

Not delhrerd # Block making 

machine 

‘ hlaxJ fnaking 
machine 

• Storage/ container 
Compressor * Vacuum cleaner 

Deep fryer < Fencing 

Potato 
cutter 

Food 

warmer 


Washing • 

basin x2 

Tong stoves • 

Chains x2 
Harndrver;c2 
Manicure set • 

* 

* 


Wall clipper 
machine 

Standing dryer x 2 


Nails 

Eyelashes 

Towei 

Morromer 

Make-ups 

Chairs 

Nall cooler 

Cabinets 

Mirrors leon back 
chair 


Deep Fryer fridge 
Potato 

cutter 


Not deliverd Mobile luck shop 


Petrol brush No' outstanding needs 

cutter x2 

fcKkx4 

Spade xS 

Plastic rake 

x4 

Wheelbarro 

w 


Not f v3i|al>le 


Beneficiary was 
concern about Ihe 
fumeround L'me of the 
delivery of Ihe 
machines 

Nature of business 
needs fertang for 
security 


Not a^vaiiable 


Beneficiary was not 
convinced eboul Ihe 
quality of the delivered 
products. 


• The fridge is 
at 

municipalrty 
store due to 
shortage of 
beneficiary 

5pace 

Not evalteble 


Not available 


Mafube Local Municipalily 


Z013/2014 Annual He port 


Page SO 





3.4 Financial Viability and Management 


Challenges 

^ Inc naa sing service delivery cc^sts; 

^ Increasing operating costs including person nei costs; 

^ Growing population vis a vi$ shrinking economy and revenue base; $ 

Steady decrease in infrastructure funding; 

^ Cash fow crisis; 

^ Improving revenue collection for the municipality to moel its service delivery obligations, 

Key Strategic Priorities 

^ That the 2013/2014 budget is Compiled and adopted in accordance with applicabJe Municipal legislation; ^ 
Develop and implement Debt Collection Strategy to Improve revenue collection; 

^ Ensure that outstanding financial management policies and systems are in place; ^ 

Ensure that budget and expenditure Is In accordance with legislation; and 
^ Build internal capacity for improved frnanclal management. 

Key Performance Indicators 

^ 2013/2014 budget developed and adopted in line with the regulrements of applicable legislation; 

Debt Collection Strategy developed and implemented, and revenue collection improved; 

^ Outstanding Financial Management polkiies and systems developed end implemented: ❖ 

Budget and treasury office established; 

^ Creditors paid within prescribed time-frames; and 
^ Financial management stalf trained and capacitated. 

Key Performance Highlights 

^ The municipality ensured that the 2013/2014 Budget was prepared and adopted in accordance with the 
Municipal Finance Management Act and Circular 54 of National Treasury, The municipalrly developed a Budget 
Process Plan that provided for extensive consultations and time-frames. In accordance with this, the 
municipality consulted widely and ensured that the Budget (aligned to the I DP) was finalised and adopted In 
time. 30 May 2014. 

^ In addition, the municipality compiled and approved the 2013/2014 Service Delivery Budget Implementation 
Plan (SDBIP). The Plan is a concrete expression of how the budget is translated Into deliverables for the financial 
year. It also serves as a link between the budget planning and performance management. In fact, the SDBiP 
serves as a basis for the compilation of performance agreements for Section 57 managers. 

^ The municipality continues to Implement the first volume of the Revenue Management Strategy to 
increase payment levels- Over and above tough measures to enforce credit control measures, increasing 
pay points for consumers and the introduction of incantive schemes, the municipality has also entered into 
an agreement with staff for the municipality to deduct monies from their salaries towards payment of 
outstanding arrears to the municipality. 

^ The municipality has also prioritized full implementation of its Indigent Policy. This Is a policy that enables 
the municipality to both ensure the poor have reasonable access to basic services while ensuring that 
those who have to pay services do so, to Ihis extent, the municipality continued to update ile Indigent 
rogisier 


$ The municipality continues to implement Cost Containment measures to ensure prudent use of 
Council resources, eradicate wastage while redirecting resources to critical areas of need. One of those 
measures was an arrangement entered into with Councillors for usage of their mobile phone to be tightly 
managed and due deductions against allowances be processed through payroll system. 

^ The municipality has also ensured that the financial reports and mid-term performance report In terms of 
section 71 and 72 were compiled and submitted to Council in time* 

^ To improve asset management, the municipality continued to graduate its systems to be GRAP compliant. A 
fully GRAP compliant asset register has been developed. Asset verification was done and all assets which aie 
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held on the floor were traoed l>3ck to the eegister fior confrmnation end those which were not included in the 
register were Included accordingly. 

^ The municipality also continued to rigorously impfement the Supply Chain Management Policy. Among others, 
the municipaNty issued an advert Inviting senrice providers to register on municipality' SCM database. 

f To build capacity in the Finance section, the municfpairty not only trained Its staff but also used FMG to bring in 
4 interns to provide capacity back up In various areas of budget and treasury functions.. 

FINANCIAL VIABILITY RATIOS 


1 . 


DEfiT COVERAGE RATIO 1 


2014 

2013 

Total Revoiiue 

83 136 354 

73 604 198 

Current Portion Of Long Term 
Liabtlfti^es 

233 581 

324 429 

Ratio 

315.42 

228.44 


Interpretation 

For every Rt in currant portion of long term liabilities, Ihere is R3t5.32 of revenue generated by the municipality. The 
municipality makes sufficient revenue to pay the full debt and in addition to other expen dlturCn 


2 . 


I OUTSTANDING SERVICE DEBTORS TO REVENUE 1 


2014 

2013 

Trade Receivables Exchanqe 

3 659 010 

2 070 85S 

Consumer Debtors 

35 926 §54 

35257 255 

Total Receivable 

39 585 964 

38 844 122 

Revenue 

(179311 533-96174 6B2) 

83 136 854 

179 936 752 

Rabo 

0.48 

0.23 


Interpretation 

in every R1 of revenue generaled, the municipality has R0,4fl in debtors. 


3 . 




2014 

2013 

Bank Balance At Year End 

37 889 

2 349 950 

Investments 

35 409 

284 131 

Total Actual Cash Available 

73 298 

2 634 OBI 

Employee Cost 

69 615 960 

66 470 109 

Councilor's Remuneration 

5 235 182 

5 420 628 

General Expenses | 

24 440 709 

34 349 443 

Bulk Purchases 

27 714 956 

91 68 910 

Ratio 

0.001 

0.27 


Interpretation 

There is RO.OOl aclual cash available at year end for every R1 of fixed operating expenditure 
Conclusion 

The municipality makes sufficienl revenue to cover its debt services payments; it does not collect sufficient revenue and 
does not have sufficient cash resources available to cover all its fixed operating expenditure. 


Ma f ub e L o ca l Mu nicip a lit y 


2013/201 4 A i ii i iia l R 'cpor t 


■ P age 52 - 



3*5 Good Governance and PubNc Participation 

Challenges 

^ lack of suffrciant Involvement of communities in governance and municipal affairs in general^ and 

^ Weak participation of ward committees In the community 

Key priori ties 

^ Ensuring maxi rr urn participation of all key stakeholders irr the development of I DPs, the budgeting process, 
implementation and monitoring of programmes; and 

^ ijTiprovethefunctionalityofwandcommittees. 

Key Strategies 

^ Ensure active involvement of communities In the planning and budgeting process; 

^ Build capacity of community structures to effectively engage in local governance and development processes; 
and 

^ E ncourage civic responsi biiity and voiu nta rism* 

Performance Highlights 

^ The municipality look measures to ensure that communities participate actively In the formulation of the IDP 
and Budget for 2013/2014, This look the form of ward level meetings, Imbiros, road-shows as well as 
involvement at the level of the IDP Pepresentative Forum, 

^ The municipality also organized various activities that sought to maximize involvement of communities In the 
affairs of the municipality whiie also deepening public participation. Early in 2D13, the municipafity unfolded a 
community participation campaign as part of tha IDP and Budget consultation processes. 

^ Further in order to support the Ward Committees, the municipality decided to pay a stipend of R500 par 
sitting for Ward Committee members. This is line with the Provincial Framework on Ward Committees Funding 
Model for Metropolitan and Local Municipalities in the Free State. Thg framework is geared to irrcentivise 
maximum participation and dedication of members of Ward Committees while enhancing optimal functioning 
of the ward Committees. 
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CHAPTER 4: ORGANISATrONAL DEVELOPMENT PERFORMANCE 


4.1 lntrociu(Aron to the municipal workforce 

Workforce establishment 


Mafube Local Municipality is small Executive Committee type municipality with an admEnistration of a workforce 
estimated at 552. The workforce in the administration headed by a Municipal Manager is made up of six section 57 
managers (including the Municipal Manager) middle managers, low level officers and the general workers located iri 
various divisions and Units fneglor^al offices') of the municipality. Beiow is a table that represents the total workforce of 
the municipality as at the end of the 2013-2014 finarKlal year 


UIIUII 

Fi|l»dPq«& 



Office of the Mayor 

7 

7 

'14 

Office of the Speaker 

7 

3 

10 

Office of the Municipal Manager 

e 

2 

10 

Service Defivery and Pabfic Safety 

19 

5 

24 

Planning and Infrastructure Services 

102 

29 

131 

Rnancial Services 

35 

8 

43 

Corporate Services 

23 

5 

25 

Vllliers Unit 

100 

49 

T49 

Cornelia Unit 

49 

24 

73 

Tweeling Unit 

52 

25 

78 

Grand Total 

402 

1S8 

S60 


4.2 Managing the Workforce 

The municipality revised its organisational structure during 2013-2014 financial yean Below is a diagratn 
representing the organisationeS structure (lop level) of the municipality which was operaiionel during the 2013-2014 
financia! year. The structure represents the top level structure of the municipality only showing top management 
while the total structure (not showing) would depict location and placement of the workforce above. 

4.3 Organisational Structure 

The lop structure of the municipality for the period under review was as follows: 


Municipal Manager 


Financial 

Services 


Corporate 

Support 

Services 


Community 

Services 


Planning and Service 

I nf rastru cture Del ive ry and 

Services Public Safely 
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4.4 


Functions and Responsibilities 


The municipality is admlnistrativeEy organised into 6 programmes meant to take the vision of develop' 
mental local government forward under the leadership of the Municipal Manager. The programmes are; 

^ Office of the Municipal Manager 
^ Budget and Treasury Office 
P Planr^irrg and Infrastructure Services 
^ Community Services 
^ Corporate Services 
^ Service Deilvery and Public Safely 


Office of the Municipal Manager 

This programme is meant to provide overall strategic management for the municipality. 

Objective 

Key Focus Areas 

To oversee overali programmes of the municipaiity, 
coordinate and manage the transformation and 
strategic agenda of the municipality as well as 
facilitating the transformation process by providing 
strategic advice and project support to the 

Municipal Manager, Mayor and Speaker and thereby 
ensuring political and administraitive cohesion. 

^ Integrated Development Planning (JOP) 

^ local Economic Development 
^ 1 m pie me ntatJon S uppo rt 


Budget and Treasury Office 

This programme is responsible for the general management of finances of the munEcipaiity. 

Objective 

Key Focus Areas 

To mar^age and control all financial functions of the 
municipality so that the current and future 
effectiveness of Council services, programmes and 
operations Is asserted In a sustainable way. 

^ Budgeting 

^ Credit Control, Billing and Collections 
^ Financial Accounting 
^ Budgeting an^ Financing 
^ Assets management 
^ Insurance and public management 
^ Banking and Investments 
^ Management Accounting 
^ Supply Chain Management 
^ Meter reading 


Planning and Infrastnicture Services 

This programme is broadly responsible for Infrastructure development, service delivery and maintenance 
(internal and eidernal). 

Objective 

Key Fqh;us Areas 

To deliver Infrastructural services in a manner that 
achieves a high level of customer satisfaction and 
cost effectiveness, Emproving on benchmarks and 
snswing provision of housing. 

^ Water and sanitalion 
^ Town planning 
^ Electricity 

^ Road and Storm Water 
^ Uechsnica] Ssrvioes 
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4 . 4.4 


Community Services 


This progrBrnma attends to social Issues inral^^sd in tlw development of Mafube oommunity 

Objective 

Key Focus Areas 

To ensure that soclaJ services are effectively 

^ Municipal health - and primary Health Care 

provided to the Mafube community. 

services 

^ Library Services 
^ Social Development 
^ Environmental Management 
^ Waste Management 
^ Pubtic Safety 
^ Sport and Recieation 
^ Emergency Services 
^ Arts and Culture 
^ Cemeteries 
^ Refuse Removal 


Service Delivery and Public Safety 

This programme is meant to deal with issues relatir;g to provision of eervices in all units as well as 
traffic and security management 

Objective 

Key Focus Areas 

To ensurs provision of basic services lo the rural 
areas as well as ensuring that Eraffic and security are 
propely managed 

^ Unit functioning 
^ TraffiG Management 
^ Security Management 
^ Rural Development 


Corporate Services 

This programme is meant to provide organizational support services to the rnunicipality. 

Objective 

Key Focus Areas 

To provide internal support services, facilitate 
transformation and ensure service excellence to the 
Mafube Community. 

^ Human resource manage mend/dovolopment 
^ Corporate Management Support 
^ Information Management and Technology 
^ Legal Services 
^ Corporate brinding 
^ Committee Secretariat 
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4,5 Capacitating the Municipal Workforce. 


Mafube Local Municipality has the responsibilily to build the capacity of staff to on$ura that they are ready to meet 
the challenges in delivering on the commitments In the IDP and acceleration of service delivery In general. To this 
end the municipality revised its Worltplace Skills Plan and submitted it to the Department of Labour and the 
LGSETA. 

informed by the Workplace Skills Plan, the municipality undertook various training initiatives and placed a number 
of staff on various training programmes to improve their skills. Below is a brief report of the training 
programmes and initiatives that various staff members were placed on. 



11 SECTION E:ANIIUALTRAHNGREPCmSUKm^ | 

jHO'C \ IneibwxiD^ ;fcu «n Rquim IM ttbl njiUten irftriliilDig b^dldvln bmet 1 JLIy »l ] ^ » April ^{lU Tlilt Wfibe-‘tilClL4i>ArT biinflstiKf 

ivitorkPiKcTllkihit Syilnfi ThsM lunim will ■wflrM' In Et JOd E 6 H 

lEirTmALACmLinUNIIODBIEFKiMESASAt XAH^IL^lA 

? 

\l LKT^ tlilAlUC rOCllS VfA 

|K 

UHflCPM. ra^MVJtXMtH 

uMt DF moorry uwED TC iCT 
FiHFHllUMCMA 

1' 

n>rM.lltll3EF:TMiiE[> 

mtuBi 

total 

uttPUFvai 

TOTAL * 

FHIA^ 

HUE 

<1 

FSM£ 

UUE 

IS £ 

1^ liPKnCiii mi Strva GeL«'y 

Bnc icMts 

KfraHr^iy 

4 

A 

A 

Ai 

Si 

Bi ^ 

'k CtfrrtvW Ebitj Fanopbor and eanui; 

Qsd SiMTjnv M u |>tf4rn} d C^^rEj- 

g£Bdto*i«rt)* 

s 

1 

4. 



j|I 

f MaragsRCfl au Ltadenrif 

M nasETiB 

IXB^ Trv^EHiuOO* 

3 

c 

« 

a 

It 

1 

J)Si 

L^Fnrai 

VAjnC^Fnrcal ViMyvd VarjgerTws 


a 

'7 

u 



•1 

K^i 

m 

Conpv^v £sM b«1 rbiwg 

SjmfatA U£H ^sxfiK 

hinRnw [tiiaoptvt 



C 

3’ 

11 



^irl' 

^ M.B-101AI 

if 

21 

u 

m 

m 

Id R 





,1 El: TOTAL ACTUAL ADULT EDUOATTOM AW TtUMNO BCHERCUflJEB AB AT ^ APUL Kit H 

^ NO'E 1 : Fle«i 0 p 4 vrJ 4 «j| d^UMid brM^dOvn tte lobl nunb-r iirixnef>C4AM tcethvd A£T u 'lidleibd In Of? Il« En^»3 Itld LlTlAr Iw Cnani^ay^ 

li4b«tmR rJulV 20 IS -UAoHI 2 DU I 

LrkSETASIRATEAC focus UtUi 

’j 

■MICVAL KEf FEVf 0(UWtC£ 

AH fiMFEURB TIUIQ - mrr'Hl 

1DTAL 

TOTN. ATT BEBEFItURfa TEAW3 , 
iwiFunD 

TOTAL J 

«fT| 

AfT 2 

AfTl 

ASTr 

U 

AETI 

UTl 

KJi 

AE1( 

13 '' . 

n: R^rBiKLde ml Suvm Ott'jf-r 

Biic SMrtfi »^ifT m CMCfrtt 



S 


34 





) 1. 

' ^CRRnu^'^aseinActasrmlPiiMrg 

atxiJ Smtiiik* md i?t^fsotr«ii 





a 






It ^ M ina^ncfl ^ LuMdfl^ 

ILnDfd tur Artuor lu lft»u9Aa 





0 





is' 

. PnarcaWlity 

ILnocal fimatVHbirf irp 





a 





1 i 

Conmn^ Ba»4 Pinmoort iiqPivMq 

SusHf lAeiJica eavnc Pti4i;priK 





a 



133 


133 f 

I 10TM 


1 

■ 

« 

n 

a 

« 

1H 

a 

m u 

« 

11 

1 

j ESI; TOTAd. ACTUAL tVOMPlACE TTUUhWa aYSTBitS BENEFlC lARIES AS AT 3D APHL 23U 

it 

u 

I jkO~E1 lir1hbl4doi)FiMjifpnK|LliMlep^wlda1h«MlnMimterilnlrEiitMidriiitiriHrtn|aln(|InUrrpHtrDn«tMt'v«(rAl July 201 3 , 3 c 

il.ApdlZOU 

1 1 Ttf^ 

KSC^imCM 

BEWflCtARlES 

TXAL 

iaTA:iuiKriCF 

TEAunHiGeieniou 

FEHAlE 

UU£ 

"J 5lo^ Dcit^apncriflFaclLsrTauimg 

i T»i:r Ri RiRttr. FUsvEri VfmQvwi 

1 

5 

i 


.1 Local iJb^Fonnt 

NOil 

e 

1 

1G 


]T-aiingC(n«ni!M 


s 

5 

10 


TCFTAL 

u 

u 

27 

1 


j 



IVfafube Local Municipality 


201 3/Z014 AnnuaJ Report 


Page 57 


UlMmKBPERFOfiUlINtt^ 

iri'bU^IMKfKt 

IttHHOfLEARNHGNTERVBfllON 

m 


inffimoti 

LEVB 

FMf 

UAlf !i 

MCIALMIIIIY 


im 

5 



liimiALVWIY 


me 

+ 

2 

ii 

|gO()OGOUBINIMC£ 

lEwaw 

HfWP 

$ 

Q 


|gOOD50VGRKUJC£ 

euBS^s 


& 

2 

it 

fINAMCWL'mJTY 

l£ARf£RSHlP 


5 

3 

la 

fMNf.iAi viwuinv 

lEUitlERilMlP 


e 

1 

11 

l&mfiCEDEUVBSr 

BURSARIES 


1 

i 

!| 

jcOMIJNlIY SERVICES 

BURSARe 

LAWENP0RCcM£14r 

s 

0 

1 

ilNFRmiJ{nUFIEDeVELOPi€Nr 

mmz 

li'ASTERSiN IFRASIIMRE HARAeeWj 

j 

t 

o: 

IcCMWHJnrScRVlCES 

BURSARIES 

FlEET^^KA3E^€Nl 

s 

0 


RGOOO(K?™nCE 

BURSARIES 

V.ANA3£McinPP03fiA.W 

i 

0 

1i 

RGOODGO'/ERNWCE 

BUI^S 

grECHWHUWNffiSaJSCESWm^ 

{ 

1 



^RIES 

FUSUCAQltlNiMDiJ 

5 

1 


iFiNATOVtray 

mm^ 


6 

1 

qI 

?(m}GC™ANCE 

MlSPROGRiUI 

PEF^ORUAf^EimSW 

3 

& 

li 

|f)W»ClSLVlA3llJlY 

mspRom 

vippAm 

3 

1 

sl 

IfiOOOSO'/ERNANCE 

S^SFROGRAU 

VlPPAmifflPHEO 

3 

t 

1l 

l™r/p/FRNAHr; 


VPfffiPfiFi^FR 

3 


pi 

HFIKANeiJaVlKByiY 

SOiSPfltXSWI 

ASSElSMAf^k€MT 

i 

t 

pi 

R 




33 

3:'f 



Mafube Local Municipality 


Z(M3/2014 Annual Report 


Page S8 



4.6 Managing the Municipal Workforce Expenditure 

Mafube Local Municipeltly has the responsibility to build the capacity of staff to ensure that they are reedy to meet the 
challenge delivering on the commitments In the IDP and acceleretion of service delivery in generel. To this end the 
municipality revised its Workplace Skills Pian and submitted it to the Department of Labour and the LGSETA, 

4.7 Remuneration of s57- 


Remun«ratlon of Municitrai Maitaner Radeba PI 


2014 

2013 

Annual Remunefalion 

546.345 

664,710 

Backpay 

4.354 

25.653 

Contributions to SDL 

9,265 

9.904 

Conlributlons to UtF 

1.764 

1.716 

Medical Aid and Pension Fund 

310.157 

36,947 

Leave payout 

- 

134.306 

Tfovei Allowaripe 

224.723 

213.976 

Total 

1.038.035 

1 

216 I 



Mafube Local Municipality 


2013/2014 Annual Report 


Page 59 


Remuneration of Acting Director Public Safety and Service Dcrivery: MS Mallndi 


2014 

2013 

Actina Albwsnce 

10.998 


Annual Remuneration 

618.316 

626. 233 


3.566 

19.701 

Contribuiions to SDL 

8;553 

1 

6.829 

Contributions to Uif 

1,636 

3.090 

Contribution to Pension Fund 

139,371 

122.S25 

Leave payout 

146,910 


Travel Altowanca i 

95.862 

99.800 

Total 

1.027.232 

873.678 


Reniuneraiiori of Director Corporate Services: NE Radebe 




2014 

2013 

Acting Allowance 

6.S16 


Annual Remuneration 

721.224.09 

631. 531 

Celt phone Allowance 

16,000.00 

1 

Backpay 

3.943 

19. 701 

Contributions to SDL 

3.246 

8 375 

Contributions to UIF 

1.785 

1,718 


- 

109,479 

ConiributJons to pension fund 

- 

- 

Travel A3 lowanoe 

96,000.00 

96 000 

Total 

853.712 f 

866.804 
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Ramunetatlcrn erf Oireotor Gomnntinttv Sarvigcvs; ZE Mofokenfi 


1 2014 

2013 

Annual RemuneratlCKn 

506.527 

5S3 232.00 

Backoav 

3.S66 

19 701 

Canlributfons to SDL 

7,464 

6^ 

ConirJbutiors to UIF 

1J&5 

1 S93.0O 

UIF Allowance 

T761 


Contribulton to Medfcat Aid 

14.631 


Conlr^ijlion lo Pension Fund 

S2.834 

SB. 530 

Travel Allowance 

204.306 

144 29a 

Total 

922.874 

844, £19 



Remuneration of Chief Financial Officer {Acting G.Gvyanya} 


2014 

2013 

Annuel Remuneialion 

261,950 

S4.3B3 

Car Allowance 

132.T1B 

41.658 

Acting Allowance 

346.317 

129.083 

Backpay 

3,566 

- 

Medical and Pension FurKls 

50.071 

16.984 

Contribution to SOL 

7,067 

2.283 

Contribution to DIF 

1.705 

571 

Total 

803,674 

275.462 


Mr G.Gwsnya was appoinisd as Eha Acting CfO after Ihe resignation of ihe CFO WN hAolefein March 2013 and acted utlE April 2014. Mr HlubI 
was ofliciatly appCiinled on Ihe 15 May 2014. 
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CHAPTER 5: Financial Performance for the year ended 30 June 2014 


This Chapter presents a sir mm ary of fmancifll performance of the municipality for the year ending June 2014 with 
particular focus on the following components; 

^ Component A: Statement of Financial Performance 

1 Note(e) 

2014 

2013 

Revenue 




Service charges 

23 

47,117,45? 

43, 222,421 

Royalty rncc^ne 


549,067 

648.011 

RsrHal of facilities 

36 

543,056 

151,006 

Adminisiralion and mansgaitienE of Teas nacaivad 


536,696 

772,173 

Raccvefies 


1,070,663 

2,594,934 

Other income 

26 

770,175 

2,244,696 

Interest reoeiverj investment 

ai 

12,996,767 

7,514,847 

Totaf Revenue 

63,566,706 

57,140,160 I 



2fi14 

2013 

Expenditure 




Perscmel 

31 

{69 615 960) 

{66 470 109) 

Remuneration of Councillors 

32 

{5 235 182) 

[5 420 626) 

Depreciation and amortisation 

33 

[122 993 232) 

(123 676 891} 

Finance costa 

34 

(6 566 642) 

{7 278 597} 

Debt impairment 

35 

(37 976 426) 

(40 27S 463} 

Repafra and merntenance 


{11 206 908) 

[15 246 022) 

Bulk purchases 

36 

[27 714956} 

[9 166 910) 

Granta and aubaidle$ paid 

37 

(6 746 501) 

(7 529 210) 

General expenses 

3B 

(24 440 709) 

{34 349 443) 

Total Inpenditure 


k3DS 416 273) 

Operating deficit 


{133,164,980) 

(123,513,942) 

Fair value adjustments 

39 


(99,413) 

Gain on disposal of assets 


- 

608,632 



- 

(503,219) 

Deficit for the year 

(133,104,900} 

(123,004,723) 
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^ Spending capJtaf against Capital Budget 


Capital Expenditure of Projects 



Project Description 
PMU 2013/2014 

Qalabotjha: Construction of a weir in the Vaal River 

Cornel[s/Ntswanat$at$! Bucket Eradication 

NamahadI: Upgrading of gravel roads to paved roads 
and storm water dra1nage{4 Jkm) ^MIS: 1 743B1) 

^Jamahadf^ Construction of Water Reticulation wHh 
1714 Erf Connections (WliS 181245} 

Qalabotjha: Extension of the Waste Water Treatment 
Works (MIS: 1B4943) 

Mafahtanengrrweellng; Uprgading of Sports Ground 
(MIS: 211474J 


Qalabotjha/Vjiliers: Construction of a New 6.5 ML 
Water Reservoir 

Ntswanatsalsl/Corneiia: Upgrade of Sports Ground 
Namahadl/Frankfort: Upgrade of Zomba Stadium 



Total Actual Expenditure for 2613/2014 

I, 226,650.00 

155,642.27 

777,126.60 

3,317,067.01 

II, 136,557,00 

721,820.40 

1,176,557.49 
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^ Component Spending against Capital Budget 



Municipal Investments 


■ 



“ * 

Investment Type 




Cheque Acoount 

37,889 

2,349.980 

642,061 

Call Amount 

21,272 

2,226 

55,056 

Friends of the Poor 

11,771 

119,738 

43,913 

Operation Hiasela 

2,366 

2,366 

12,160 

Fixed Deposit 


153,861 

152,760 

Total Investments 

73,298 

2,634,141 

J 

910,970 

— ^ 
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Mafube Local Munrcipality 

Financial Sta terrenU for the y^ar ended June BQ, 2Dl4 

General Information 


Legal form of entity 

Artorgan of state within the local sphere of govenment exercising executive 
and legislative authority. 

Nature of bculnes^ and principal activllles 

Providing municipal services, infrastructure development and furthering the 
interests of the local community mainly in the Mafube area. 

The following is included in the scope of operation 

Area FS2D5^ as local municipality, as demarcated by the Demarcation Board 
and indicated In the demarcation map published for FS205, 

Nlunldpal Council 

Mayor 

Cojncillors 

BIgasa JE* 

MoFolTM [Speaker) 

Mosia MA* 

Du Plessis MC* 

Jafta UC 

Kubheka LS 

Mofokang MM 

Moloi TM [Speaker) 

Mosia A5 

Hlongwane JJ 

Monaune PM 

Motloung P 

Motloung WC 

Prelorius JJ 

Sekhoto MM 

Kaba NE 

Hade be M 

• Executive Council Memher 

Grading of local authority 

Medium capacity, category B municipality's defined by the Municipal 
Structures Act, 199B [Act No 1X7 of 1993). 

Chief Finance Officer {CFOJ 

NA Hlube {Appointed Q1/04/2D14) 

6 Gwanya [Acting since 09/2013) 

Accounting Officer 

PI Radebe 

Gusine^j address 

S4 JJ Hade be Street 

Frankfort 

Free State 

9390 

Postal address 

PO Gok2 

Frankfort 

Free State 

9830 

Bankers 

AQSA Sank limited 

Auditors 

Auditor-General 

Attorneys 

Richter and Boshoff Attorneys 
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Mafube Local Munrcipality 

FindndsF Staterrents for the year ended June 30^ 2014 

General Information 


Enabling Legislation 

Municipal Finance Management Act, 20D3 (Act No,S6 of 2003) 

Municipal Structures Ad, 150® (Art No. 17 of 1958} 

Municipal Systems Act, 2000 (Act ftlo. 32 of 2000) 

Constitution of the Republic of South Africa^ 150® (Act No. 10® of 1596} 

Website 

www-rn gfijbe.gov.za 
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Mafube Local Municipality 

f InandsF Statements for the year ended June 30^ 2014 

Index 


The reports and statements set out below comprise the finenciaJ statements presented to the provincial legislature: 


Accounting Officer's ResponsibiFities and Approval 4 

Accou nti ng Officer's Report 5 

Statement oF f I na ncis I Positicm ^ 

Statement of Financial Performance 7 

StatementofClianges in Met Assets g 

Cash Flow Statement ^ 

Sia tement of Compe rison of Budget and ActuaF Amounts 10 

Appropriation Statement H . 12 

Accounti ng Pol Icies 13-32 

Notes to the Financial Statements 35 . 5,5 

Appendixes: 

AppendixArScheduFeofExternalloans gg 

At^reviatlons 


COiD 

CRH 

D8SA 

SA GAAP 

43RAR 

QAMAP 

HF5F 

IAS 

IMFO 

IPSAS 

Ml'i. 

MEC 

MFMA 

MIG 


Compensatio-n for Occupational Injuries and Diseases 
Capital RepFacennent fteserue 
Development Ban>! of South Africa 

South African Statements of GeneraFly Accepted Accounting Practice 

Generally Recognised Accounting Practice 

Generally Accepted Municipal Accounting Practice 

Flousing Development Fund 

International Accounting Standards 

Institute of Municipal Finance Officers 

tniernational PubIrc Secio-r Accounting Standards 

Municipal Entitles 

Member of the Ekecutive Council 

Municipal Finance Management Act 

MunitipaJ Infrastructure Grant (Previously CM IP) 
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Mafube Local Municipality 

FlrtSrtcial Statements for the year ended June 30, 2014 

Accounting Officer's Responsibilities and Approval 


Jr> terms of section 126(1) of the Municipal Manage ment Act, 2003 (Act Wo. S6 of 2003), r am responsible for the presentation of these 
annual financial statements set out on pages 5 to 76, which have been prepared on, the |0ing concern basis, were approved by the audit 
committee oo 29 Agust 2013 and were signed on its behaif below, 

I certify that the salaries, allowances and benefits of councillors as disclosed in note 32 of these annual financial statements, are within the 
upper limits of the framworfs envisaged in section 219 of the Constitution of the Republic of South Africa, 1996 (Act No40a of 1996), read 
with the Remuneration of Pubic Office Bearers Act, 199$ {Act No. 20 of 199S) and the Minister of Provincial and Locai Government's" 
determination in accordance with this Act- 


Pi Radebe 
Municipal Manager 
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Mafube Locaf Municipality 

Financial Statements for the year ended June 30, 2014 

Accounting Officer's Report 


The accounting officer submits his reiHsn for the year ended June 30, 2014. 

1. Review of activities 
Main business and operations 

The municipality is engaged in providing municipal services, Infrastructure development and furthering the interests of the locaE 
community mainly in the mafube area, and operates princfpally in Free State (Feaile Dabi District), 

The Operating results and state of affairs of the municipality are fully set out in the attached annual financial statements 
and do not In my opinion require any further comment, 

2 . Going concern 

The municipality is chperiencing Financial difficulties, the following indicators are as follows: 

(а) Suppliers were not paid within the legislative period of 30 days, as required Ijy section W of the MFMAr 

(б) The municipality defaulted on the repayment of the DflSA non-current borrowings which has led to the restructuring of the borrowinp 
(c) Conditional grants have not been spent within the required period and have thus, been used for operating purposes j 

{d) Although the VAT returns have been submitted on time for tbe financial year, payments were not made within the required period after 
submission, 

jojFAYE, UIF and SOL were not submitted and paid over on tinne to SARS, 

(f) Statutory deductions made from tbe employee's salaries have not been paid over to third parties on lime; 

(e) Employee benefit abligetions are unfunded. 

(hj Revenue collection rate has at no point of the financial year exceeded or reached 90% of the total mo nthly billing. 

The municipality Is currently exploring alternative rneans to improve Its financial position. 

The financial statements have been prepared on the basis of accounting policies applicable to a going concern. This basis presumes tltat 
funds will be available to finance future operations and that the realisation of assets and settlement of liabilities, contingent obligations and 
commitments will occur in the ordinary course of business. 

The ability of the munldpality to continue as a going concern Is dependent on a number of factors. The most significant of these is that the 
accounting officer continue to source funding for the ongoing operations for the municipality. 

Although certain financial ratio's may appear unfavourable, the municipality still has the power to levy rates and taxes and it will continue 
to receive funding from government as evident from the equitable share allocation in terms of the Division of Revenue Act 2012 (Act No 5 
of 2012), 

3. Subsequent events 


TTw accounting officer is not aware of any matter or clrcumstarbce arising since the end of the financial year. 

4. Accounting Officer's interest in contracts 

The accounting officer has no interests in contracts for the year under review. 

3. Details of the Accounting Officer 

The accounting officer of the munlcipalitv during the year and to the date of this report is as follows; 

Name Ketionality 

PIFladebe South African 

6. Auditors 

Auditor-General will continue io office for the next financial period. 
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Mafube Local Municipairty 

FJnarrcial Statements for the year ended June 30, 2014 

Statement of Financial Position as at June 30^ 20X4 

Figures in Rand Wote(s) 2014 2013 


Assets 

Current Assets 

Inventories 

Other fmancial assets 

Receivables from exchange transactions 

Receivables from non-ejcchange transactions 

Consumer receivables from exchange transactions 

Cash and cash equivalents 

Non-Current Assets 
fovestmenl property 
Property, plant arnJ equipment 
Intangible assets 
Other financial assets 

Total Assets 

Uabilities 

Current Liabilities 

Other financial liabilities 

Finance lease obligation 

Payables from exchange transactions 

VAT payable 

Consumer deposits 

Unspent conditional grants and receipts 

Non-Current Liabilities 
Other finarrcial liabilities 
Finance lease obligation 
Employee benefit obligation 
Provisions 

Total Uabllitjes 
Net Assets 
Accumulated surplus 


& 

370,635 

539,196 

5 

31,415 

121,056 

S 

3,659,010 

2,070,855 

10 

1,347,305 

3,506,667 

11 

35,926,954 

35,257,255 

12 

64,367 

2,699,097 


41,999,686 

44,274,326 


3 

44,487,936 

44,063,286 

A 

1,504,659,377 

1,601,116,741 

5 

156.003 

- 

6 

323,705 

296,611 


1,629,637,526 

1,726,281,633 


1,671,637,212 

1,770,555,964 


15 

263,581 

324,429 

13 

063,536 

790,164 

17 

171,009,712 

150,196,314 

IS 

13,300,504 

7,620,005 

19 

786,920 

702,102 

14 

21,611,165 

13,044,256 


207,928,460 

172,685,390 


15 

1,823,689 

1,752,745 

13 

366,722 

1,414,540 

7 

11,474,314 

11,474,014 

16 

3,089,832 

3,089,032 


16,755,057 

17,731,931 


224,683,525 

190,417,281 


1,446,953,687 

1,530,133,683 


1,446,953,692 

1,530,138,672 
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Mafube Local JVIunicipality 

FJnaiM:ial Statements for the year endad June 2014 


Statement of Financial Performance 


Fifures in Rand 

Motefs^ 

2014 

2013 

Revenue 




Revenue from exchange tran^ctions 




Service charges 

23 

47,117.457 

43,222,421 

Royalty income 


549.367 

643.011 

Rental of Facilities and ecfuipment 

36 

543.056 

151,036 

Administration and management fees received 


538.696 

772,173 

Recoveries 


1,070.688 

2,594,934 

Other income 

26 

770,175 

2,244,696 

Interest received - Investment 

31 

12.998,767 

7,514,847 

Toial revenue from exchange transactions 


63.53B.70e 

57,148,168 

Revenue from non^exchange transactions 




Taxation revenue 




Fines 


73.870 

133,744 

Property rates 

22 

19,474.278 

16,322,236 

Transfer revenue 




Governmeot grams & subsidies 

24 

96,174,682 

112,298,133 

Total revenue from noft^exchange transactions 


115.722,830 

123.754,163 

Total revenue 

21 

179311>53S 

185,902,331 

Expenditure 




Personnel 

2a 

{69,615,960) 

(66,470,109) 

Remuneration of coundlFors 

29 

{5,235,132) 

(5,420,623) 

Depreciation end amortisatJon 

33 

(122,993,232) 

{123,676,891) 

Finance costs 

34 

(6,566,642) 

(7,278,597) 

Debt Impairment 

30 

(37.976,426) 

(40,276,463) 

Repairs and maintenance 


(11.206,908) 

(15,246,022) 

Bulk purchases 

33 

(27.714.956) 

(9.168,910) 

Grants and subsidies paid 

37 

(6,746.501] 

(7,529,210) 

General Expenses 

27 

[24,440.709) 

(34,349.443) 

Total expenditure 


{312,496.516} 

(303.416.273) 

Operating deficit 


{133,184.980) 

(123,513,942) 

fair value adjustments 

32 


(99,413) 

Gain on disposal of assets 



608,632 



- 

509,219 

Deficit for the year 


(133,134,980) 

(123,004,723) 
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Mafube Local Municipality 

Financiat St&terrents for the year ended June 30, 2014 


Statement of Changes in Net Assets 


Figures In 8a nd 

Accumulated 

surplus 

Total net assets 

Qalance atJufylp 2012 

Changes in net assets 

1,703,143,398 

1,703,143,335 

Surplus for the y^^r 

(123,004,723) 

(123,004,723) 

Total changes 

(123,004,723) 

(123,004,723) 

balance at July 1, 2013 

Changes In net assets 

1,580,138,672 

1,580,138,672 

Surplus for the year 

(133,184,980} 

(133,184,980} 

Total changes 

[133,184,980} 

(133,184,980] 

Balance at June 30, 2014 

1,446,953,692 

1/446,953,692 


Notefs) 
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Mafube Local Munidpality 

Financial Statements for the year ended Juna 30, 20l4 

Cash Flow Statement 


Figoref idi Rand 

Note(s) 

2014 

2013 

Cash flows from operating activities 




Receipts 

Property Hates and service charges 


21.155,325 

20,767,130 

Sale of Goods and Services 


^,957,995 

- 

Grants 


104,741,591 

117,501,373 

Inte rest income 


12,993,767 

7,514,847 

Other receipts 


3,472,432 

149.336, 

2,340,799 

148.644,154 

Payments 

Employee costs 


174,851,142) 

[62,449,965) 

Suppliers 


(56,451,634) 

{32,366,595) 

Finance com 


(5,353,632) 

(7,041.258) 

Other payments 


(6,632,677) 

(7,529,210) 

Other cash Item 


{124.059,155) 

(617,335) 

(110,004,365) 

Net cash flows from operating activities 

59 

25,297,025 

38,659>791 

Cash flows from investing actFvitFes 

Purchase of property, plant and equipment 

4 

125,642,024) 

(34,506,337) 

Proceeds from sale of property, plant and equipment 

4 


993,644 

Purchase of other tntangibEe assets 

S 

(199,210) 

_ 

Proceeds from sale of financial assets 


62,547 

(43,874) 

Net cash flows from investing activities 


(25,773,637) 

(33,556,617) 

Cash flows from financing activities 

Repayment of other financial liabilities 


10,093 

(177,953) 

Finance Tease payments 


(1,662,356) 

393,467 

Finance lease receipts 


- 

[2,510,965) 

Net cash flows from financing activities 


(1.672,260) 

{2,290,456) 

Net lncreasc/{decrease} In cash arid cash equivalents 


(2,153,922) 

2,792,718 

Cash and cash equivalents at the beginning of the year 


2.699,097 

(2,794,348) 

Cash and cash equivalents at the end of the year 

n 

545,175 

(1,630) 
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Mafube Local IVIunfcipalitv 

Financiaf Sla lem^nts. for the year ended June 30, 2014 


Statement of Comparison of Budget and Actual Amounts 


Budget an 


Approved 

Adjustments 

Final Budget 

Actual amounts 

Difference Reference 


budget 



□n comparable 

between finsl 





basis 

budget end 

figures In Rand 





actual 

Sitatement of Flnandat Performance 






Revenue 






Revenue from exchange 
transactions 






Service charges 

[32,447,089} 

64,£94,173 

32,447,039 

47,117,457 

14,670.563 

Royalty Income 

[3,S&6,720] 

7,173,440 

3,586,720 

549.S67 

(3,036,855) 

Rental of facilities and equipment 

(43, SOS) 

S7,S10 

43,905 

543,056 

499,151 

Administration and manaBement 
fees received 

(917.&7S) 

1.335,752 

917,876 

533,696 

(379,180) 

Recoveries 

- 

331 

331 

1,070,688 

1,070,357 

Other income - (roNup] 

(353,6ie} 

707.232 

353,618 

770,175 

416,559 

Interest received ^investrnerit 

(2,68S,SDQ} 

5,379,800 

2,639,900 

12,908,767 

10.303.367 

Total revenue from exchange 
transactions 

(4D,03SA06} 

30,078,543 

40,039,437 

63,588,706 

23,540.269 

Revenue from non-exchange 
transactions 






Tq^xatiOn revenue 

Direct taxes (tneome tax, estate 
dutyl 

{3.000.000} 

6,000,000 

3,QD0,0TO 

73,870 

(2.926,130) 

Property rates 

132,853,221] 

65,726,442 

32.863,221 

19,474,273 

(13.383,943} 

Government grants S Subsidies 

(183.150,000) 

266,300,000 

133,150,000 

96,174,682 

(36.075,318) 

Total reveitue from non-exchange 
transactions 

(180,013,221) 

338,026,442 

169,013.221 

115,722,830 

(53,290.391) 

Total revenue 

{209,002,327} 

418,104,983 

209,052,658 

179,311,536 

(29,741,122) 

Expenditure 

Personnel 

(71,014,020) 


(71,014,920) 

(60,615.960) 

1,398,960 

Remuneration ofcouncINors 

(4,486,506) 

- 

(4,486,566) 

(5,235,132) 

(743,616} 

Depreciation and amortisation 


- 


{122,093,232) 

(122.993,232} 

Finance costs 

(242,473) 

- 

(242,473) 

(6,566,642) 

(6.324,169} 

Debt Impaiment 

(3,150,000) 

- 

13,150,000} 

(37,976,426) 

(34,826.426) 

Repairs and rnainienance 

{9,552,593} 

* 

(9,552,593} 

(11,206,908) 

(1,654.315) 

Built purchases 

{10,500,000} 

' 

(10,500,000} 

(27,714,956) 

(17,214.956) 

Grants and subsidies paid 

(90,544,000) 

151,033,000 

60,544,000 

(6.746,501) 

(67,290,501) 

General Expenses 

(30,645,131) 

151,776,730 

121,131,549 

(24,440,709} 

(145,572,258) 

Total expenditure 

(220.135,733) 

302,864,730 

82,728,997 

(312.406,516} 

(395,225,513) 

Deficit before taxation 

(429,188,060) 

720,969,715 

291,731,655 

(133.184,980} 

(424,966,635} ~ 

Actual Amount on Comparable 

Basis as Presented irb the Budget 
and Actual Comparative Statement 

(429,183,060) 

720,969,715 

201,731,655 

(133,184,080) 

(424.066,635} 
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Mafube Local MunicipaHty 

F^^^anc^al Statements f&r the year ended June 30, 201^ 

Accounting Policies 


1. Pi'esentation o^f Rnandal Statements 

The financial statements have been prepared in accotcfance with the Standards of Generally Recognised Accounting Practice (GflAP), issued 
hy the Accounting Standards Board In accordance with Section J22[3) of the Munrdpal Finance Management Act (Act Se of 2m3). 

These financial statements have been prepared on an accrual basis of accounting and are in accordance with historical cost convention as 
the basis of measurement, unless specifred otherwise. They are presented in South African Rand, 

A summary of the significant accounting policies, which ha^^e been consistently applied in the preparation of these financial statements, are 
disclosed below. 

These accounting poficies are consistent with the previous period. 

1.1 Presentation currency 

These financial sfetements are presented in South African Rand, which is the functional currency of the rnunreipaiity. All finaticla! 
information: has been rounded to the nearest Rand, 

1.2 Goirtg concern assumption 

These financial statements have been prepared based on the ejipectation that the municipality will continue to operate as a going 
concern for at least the nstt 11 months. 

1.3 Significant ju dgements and sources of estimation un certainty 

In preparing the financial statements, management Is required to make estimates and assumptions that affect the amounts represented in 
the financial statements and related disclosures. Use of available Information and the application of judgement Is inherent in the formation 
of estimates. Actual results In the future could differ from these estimates which may be material to the financial statements. 

The preparation of annual financial statements in conformity with Standards of GRAP requires the use of certain critical accounting 
estimates. It also requires managment to eicercise its judgement in the process of applying the munictpallfs accounting policies. The areas 
Involving a higher degree of judgement or compleKity, or areas where assumptions and estimates are significant to the annual financial 
statements are disclosed in the relevant sections of the annual financial statements. Although ihse estimates are based on manaiemeni's 
best knowledge of current events and actions they may undertake in the future, actual results ultimately may differ from those estimates. 
Significant judgemeots include: 

Trade receivables / Held to maturity Investments and/or loans and receivables 

Tbe municipaNty assesses its trade receivables for impairmer>i at the end oF each reporting period. In determining whether an impairment 
loss should be recorded in surplus or deficit the surplus makes judgements as to whether there is observable data indicating a measurable 
decrease In the estimated future cash flovvs from e financial asset. 

The impairment for trade receivables is calculated on a portfolio basis, based' on historical loss ratios, adjusted for national and Industry- 
specific economic conditions and other Indicators present at the reporting date that correlate with defaults on the poitFolio. 

Allowance for slow moving, damaged and obsolete stock 


An allowance for slock to write stock down to the lower of cost or net realisable value. Management have made estimates of the selling 
price and direct cost to sell on certain inventory items. The write down is included In the operation surplus note. 

Fair value estimation 

The fair value of financial Instruments traded in setrve markets [such as trading and availahle-for-sate securities) Is based on quoted market 
prices at the end of the reporting period. The quoted market price used for financial assets held hy the rnunicipality is the current bid price. 

Provisions 

ProviSJons were raised and management determiined an estimate based on the Information available. Additional disclosure of these 
estimates of provisions are included In note 16 - Provisions. 
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Mafube Locaf Municipality 

financial Ststements for the year ended June 3D, 2014 

Accounting Policies 


1 ,3 Sisnificant judgements and sources of estimatlDn uncertain ty (continued} 

Useful lives of waste and water network and other assets 

The municipality's management determines the estimated useful lives and related depreciation charges for the waste water and water 
networks. ITils estimate Ls based on industry norm. Management will increase the depreciation charge where useful lives are IfiiS than 
previously estimated useful lives. 

Post retirement benefits 

The present value of the post retirement obltgatEon depends on a number of factors that are determined on an actuarial basis using a 
number of assumptions. The assumptions used in determining the net cost (income) include the discount rate. Any changes in these 
assumptions will impact on the carryini amount of post retirement obiigations. 

The municipality determines the appropriate discount rate at the end of each year This is the Interest rate that shouid be used to 
determlr>e the present value of estimated future cash outfows eiipected to be required to settle the pension obligations. In determinii^g the 
appropriate discount rate, the munlcipalitv considers the interest rates of high-quality corporate bonds that are denominated in the 
currency in which the benefits wHI be paid, and that have terms to maturity approximating the terms of the related pension liability. 

Other key assumptions for pension obfigailons are based on current market conditions. Additional information Is disclosed in Note 7. 

Effective Interest rate 

The munlcipalitv the prime interest rate to discount future cash flows. 

Acquisition dates of Property, Plant and Equipment 

The assumptions used to determine the acquisition dates for items of Property, Plant and Equipment that have been recognised for the first 
time as part of the reconstruction of the immovable asset register is as follows (in order of application): 

- Dates from CKlstlng asset register; 

- Keystone or inscription on the asset; 

' Dates from Delphi iSroup workshops; 

- Asset tTnaterial or lechoorogy (i,e. PVC pipes were not implemented before a particular date); 

- Dates of township proclamation; 

- Information from residents. 

Additional test 

Other 

Other 


1.4 tnvestrnent property 

Investment property is property (land or a building - or part of a hulldin| - or both) held to earn rentals or for capital appreciation or both, 
rather than for: 

* u se in the production or sup ply of goods or services or for 
‘ administrative’ purposes. Of 

* sale in the ordinary course of operations. 

Investment propety excludes ownersjccupied propetythat is used in theprouction or suply of goods and services or for administrative 
purposes, or propertyheld to provide social services. 

InvestmenE property \s recognised as an asset when, it Is probable that the future economic benefits or service potential that are associated 
with the investment property will flow to the municipality, and the cost or fair value of the Investment property can be measured reliably. 


Mafube Local IVIunicipality 

FinanciaF Statements for the v^^'' June 30, 2014 

Accounting Policies 


1.4 Investment property fcontinu&dj 

Irivestrnent property ts. initially recognised at cost. TransactiOrt costs are induded in the Initial measurement, where investment property is 
acquired through a non-exchange transaction, Its cost Is Its fair value as at the date of acquisition. 

The cost of self-constructed investment property Ls the cost at date of completion. 

Subsequent measurement 

Investment property is carried at cost less accumulated depreciation and any accumulated impairment losses. 

Depreciation is provided to write down the- cost, less estimated residual value over the useful life of the property, which is as follows: 

Item Useful life 

Property- land indefinite 

Property - buildings 7-fiOyears 

Disposal 

Investment property is derecognised on disposal Or when the investment property is permanently withdrawn from use and no future 
econ-omlc benefits or service potential are expected from Its disposal. 

Gains or losses arising from the retirement or disposal of investment property Is the difference beiweeri the net disposal proceeds and the 
carrying amount of the asset and is recognised 3n surplus or deficit in the period of retirement or disposal. 

1.5 Property., plant and equipment 

Property, plant and equipment are tangible T>on-currenl assets {Including infrastructure assets} that are held for use In the production or 
supply of goods or services, rental to others, or for adrnlnistraiive purposes, and are expected to be used during more than one reporting 
period. 

The cost of an item of property, plant and equipment is recognised as an asset when; 

• it is probable that future economic benefits Or service potential associated with the Item will flow to the municipality; and 

* the cost Or fair value of the Item can be measured reliably, 

Property, plant and equipment is initially measured at co$t- 

The cost of an Item of property, plant and equipment is the purchase price and other costs attributable to bring the asset to the location 
and coridition necessary for it to he capable of operating in the manner intended by management. Trade discounts end rebates are 
deducted In arrivirig at the cost. 

Where 3r> asset Is acquired through a non- exchange transaction, its cost Is its fair value as at date of acqui&itiori. 

When significant coponents of an Item of property, plant and equipment have different useful lives, they are accounted for as serparate 
Items (major components] or propety, plant and equipment. 

The initial estimate of the costs of dismantling and removing tlte item and restoring the site on which it is located is also Included in the cost 
of property, plant and equipment, where the entity is obligated to incur such expenditure, end where the obligation arises as a result of 
acquiring tbe asset or using it for purposes other than the production of inventories. 

Recognition of costs In the carrying amount of an item of pr-operty, plant and equipment ceases when the item is in the location and 
condition necessary for it to be capable of operating In the manner intended by management. 
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Mafube Local Munfcipality 

Financial Statements for the year ended June 30, 2014 

Accounting Policies 


l.S Property, pi a nt and equipment (conlinyed) 

Subsequent cost 

Majpr spare parts and stand by equipment which are expected to be used for more than one period are included in property, plant and 
equipment. In addition, spare parts and stand by equipment which can only be used in cono&ctlon wHb an item of property, plant and 
equipment are accounted For as property, plant and equipment. 

Costs indude costs incurred initially to acquire or construct an Item of propety, plant and equipment and costs Incurred suhsequentJy to 
addtoorreplacepartof+lfareplacementcostisfecognisedinthe carrying amourrtofanitemofproperty^plan,tandequipment,the 
carrying amount of the replaced part is derecognised. 

Major inspection costs whtch are a condition of continuing use of an item of property, plant and equipment and which meet the recognition 
criteria above are included as a replacement in the cost of the item of property, plant and equipment. Any remaining inspection costs from 
the pre'dous inspection are derecognised. 

Property, plant and equipment are depreciated on the straight line basis over their expected useful lives to their estimated residual value. 
The useful lives of item; of property, plant and equipment have been assessed a$ follows; 


Item 

Average useful life 

Motor vehicles 

* Vehicles, tractors and trailors 

S-7years 

Infrastructure 

* Electricity network 

10-30 years 

■ Water network 

lD-30year5 

• Roads and bridges 

7-50 years 

* Sanitation 

7-80 

* Solid waste - Landfills 

15-7S years 

Community 

• Cemeteries 

15-80 years 

* Livestock facilities* 

7- SO years 

* Municipal buildings 

7'SO years 

• Parks and gardens 

7-80 years 

• Sport facilities 

7-30 years 

• Housing* 

7'flO years 

Other property, plant and equipment 

• Computer eq uFpme nt 

3-10 years 

* Office equipment 

3'5 years 

■ Furniture and futures 

3-10 years 

■ Other 

3-10 years 

Leased assets 

3-S years 

Landfill rehabilitation asset 

30-72 years 


*ThG useful lives of Livestock facilities and Housing were updated with the review and submission of the revised infrastructure register. No 
disclosures relating to the change in the estimated useful lives has been made a; oot depreciation were provided in the prior year on 
infrastructure assets. All changes were accounted for under note - - Prior year errors. 

rhe residual value, the useful (rfe and depreciation method of each asset are reviewed at feast at of each reporting date. If the expectations 
differ from previous estimates, the change is accounted for as a change In accounting estimate. 

Reviewing the useful life of an asset on an annual basis does not require the entity to amend the previous estimate unless expectations 
differ from the previous estimate, 

Each part of an item of property, plant and equipment with a cost that is significant in relation to the total cost of the item is depreciated 
separately. 
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1.5 Property, plant and equipment (continued) 

The depredation charge for each period is recognised In surplus or deficit unless it is included in the carrying anvount of another asset. 

Deprecitaiion commences when the asset Is ready for its intended use and ceases when the asset Is derecognised. 

Items of property, plant and equipment are derecognised when the asset is disposed of or when there are rw further econornic benefits or 
service potential expected from the use or disposal of the asset. 

The gain or loss arising from the derecognition of an item of property, plant and equipment is included in surplus or deficit when the item Is 
derecognised. Hie gain or loss arising from the derecognition of an item of property, plant and equipment is determined as the difference 
between the net disposal proceeds, if any, and the carrying amount of the item. 

1 .6 Site restoration^ and dismantll ng cost 

The municipality has an obligation to dismantle, remove and restore Items of property, plant and equipment. Such obligations are 
referred to as 'decommissioning, restoration and slrnilar liabilities'. The cost of an liem of property, plant and equipment includes the 
initial estimate of the costs of dismantling and removing the item and restoring the site on which it is located, the obligation for which 
an munsclpaliiy incurs either when the item is acquired or as a consequence of having used the item during a particular period for 
purposes other than to produce inventories during that period. 

1.7 Intangible assets 

An asset is identifiable if it either: 

• is separable, i.e. 3s capable of being separated or divided from an entity and sold, transferred', licensed, rented or 
exchanged, either individually or together with a related contract, identifiable assets or liability, regardless of whether the 
entity intends to do so; or 

• arise s from binding arra ngements jincl u ding rights from contracts), rega rdle ss of whether those rights a re tranifers ble or 
separable from the municipality or fromi other rights and obligations- 

An intangible asset is recognised when: 

• It is probable that the expected future economic benefits or service potential that are attributable to the asset will flow to 
the municipality; and 

• the cost or fair val ue of the asset ca n be measured reliably. 

Intangible assets are initially recognised at cost 

The municipality recognises computer software cost as intangihle assets if the cost are clearly associated with an Identifleable end unique 
system controlled by the municipality and have a benefit exceeding one year. 

An Intangible asset acquired at no or nominal cost, I.e non-eKchange transaction, the cost shall be its fair value as at the date of acquisition. 
Subsequent measurement 

Intangible assets are subsequently carried at cost less any accumulated amortisation and any Impairment loss. 

The amortisation period and the amourtisation method for intangible assets are reviewed at each reporting dale. 

Reassessing the useful life of an intangible asset with a finite useful life after it was classified as Indefinite Is an Indicator that the asset may 
be Impaired. As a result the asset Is tested for impairment and the remaining carrying amount is amortised over its useful life, 

Amortisation is provided to write down the intangible assets, on a straight line basis, toi their residual values as follows: 

Item Useful life 

Computer software, other S years 

Intangible assets are derecognised: 

• on disposal; or 

• when no future economic benefits or service potential are expected from its use or disposal. 
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1.7 rntanflble assets {continued! 

The gain or lo5& is the difference between the net disposal proceeds, if any, and the carrying e mount, Jt is recognised In sorptus or deficii 
when the asset is derecognised. 

1.8 Financial instruments 

A financial instrument is any centre ct that gives rise to e financial asset of one entity and a financial liahllltv or a residual interest of another 
entity. 

The amortised cost of a financial asset or financiai liability 3s the amount at which the financial asset or financial llabIJitv is measured at 
initial recognition minus prindpal repayments, plus or minus the curnulative amortisation using the effective I merest method of any 
difference between that initlaF amount and the maturity amount^ and minus any reduction (directly or through the use of an allowance 
account) for impairmenit or uncollectlhlllty. 


The effective interest method is a method of calculating the amortised cost of a finandai assetor a fmandal liability (or group of financial 
assets or financial Irabililiesf and of allocating the interest income or Interest expense over the relevant period. The effective Interest rate Is 
the rate that cKacify discourtts estimated future cash payments or receipts through the eiipected life of the financial Instrument or^ when 
appropriate, a shorter period to the net carrying amount of the financier asset or financial llahinty. 

Fair value Is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable willing parties In an arm's 
length transaction. 

A financial asset Is: 

■ cash; 

• a residual interest of another entity; or 

• a contractual right to: 

- receive cash or another financial asset from another entity; or 

exchange financial assets or financial liabilities with another entity under conditions that are potentially favourable to the 
entity. 

A financial liability Is any liability that is a contractual obligation to; 

• deliver cash or another financial asset to another entity; or 

• excha nge fmancia I assets or fj na nci al I labilities u iKler conditions t hat are potentially unfavourable to the entity. 
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l.S Fiitandsl instrumenu (continued) 

Classification 

TTie entity has the foi lowing types of financial assets (classes and category) as reflected on the face of the statement of nnancial position or 
in the notes thereto-r 


Class 

Financial asets 
Receivables 
Consurner recivables 
Cash and cash equivalents 
Other recelvables2 
Other fcnanciaf asset! 
Other fitianciel assets 


Category 

Financial asset tnessured at amortised cost 
Financial asset measured at amortised cost 
Financial asset measured at amortised cost 
finandaP asset measured at amortised co-st 
financial asset measured at amortised cost 
Financial asset measured at fair value 
Financial asset measured at fair value 


The entity has the followini types of finincial liabilities (dasses and category) as reflected on the face of the statement of financial position 
or in the notes thereto; 


Class 

Non-current horrawines 
F^ayables 

Finance Leas^ liabilities 
Cash and cash equivalents 
Other receivablesZ 
Other financial liability! 
Other frnancial liability^ 


Category 

FinandaP liability measured 3t amortised cost 
Financial liability measured at amortised cost 
Financial liability measured at amortised cost 
Financial liability measured at amortised cost 
Financial liablirty measured at amortised cost 
Financial liability measured at fair value 
Financial I lability measured at fair value 


Class Category 

Initial reco^ition 

The entity recognises a financial asset or a Financial liability in its statement of financial position when the entity becomieE i party to the 
contractual provisions of the instrument. 

The entity recognises financial assets using trade date accounting. 

Initial measurement of finandal as^sets and financial liabilities 

The entity measures a financial asset and financial liability Initially at Its fair value plus transaction costs that are directly attributable to the 
acquisition or Issue of the financial asset or financial liability. 
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l,a Financial instruments {continued | 

Subsequent measurement of financial assots and financial' liabilities 

ITie entity measures aFI financial assets and financial liabilities after Ini Hal reco|niiion using the following categories; 

* Fi na nci i1 instruments at fa Ir value. 

■ Financial Instruments at annortlsed cost. 

* Financial Instruments at cost. 

All Financial assets measured st amortised cost, or cost, are subject to an impairment review. 

Fair value measurement considerations 

The best evidence of fair value is quoted prices in an active market, if the market for a financial Instrument Is not active, the entity 
establishes fair value by using a valuation technique. The objective of using i valuation technique Is to estabtish what the transaction price 
would have been on the measurement date In an arm's length exchange motivated by normal operating considerations. Valuation 
techniques include using recent arm's length market transactions between knowledgeable, witling parties, If available, reference tO' the 
cun-ent fair value of another Instrument that is substantlallv the same, discounted cash flow anatysis and option pricing models. If there is a 
valuation technique commonly used by market participants to price the instrument and that technique has been demonstrated to provide 
re liable estimates of prices obtained in actual market transactions, the entity uses that technique. The chosen valuation technique makes 
maximum use of market inputs and relies as little as possible ori entity-specific inputs. It incorporates all factors that market participants 
would consider in setting a price and is consistent with accepted economic mEthodologies for pricing financial instruments. Periodically, an 
municipality calibrates the valuation technique and tests It for validity using prices from any observable current market transactions in the 
same instrument (l.e, without modlftcation or repackaging) or based otii any available observable market data. 

The fair value of a financial liability with a demand feature (e.g. a demand depo'Sit] is not less than the amount payable on demand, 
discounted from the first date that the amount could be required to be paid. 

Gains and losses 

A gain or loss arising from a change in the fair value of a financial asset or financial liability measured at fair value e& recognised In surplus or 
deficit. 

For financial assets and financial liabilities measured at amortised cost or cost, a gain or loss is recofnised in surplus or deficit when the 
financial asset or financial liabiFity is derecognised or impaired, or through the amortisation process. 
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Financial 1n£trunieiiits{C)OritjnueclS 
Derecognition 
Financial assets 

The entity derecognises llnanclel ssseis using trade date accounting. 

The entity derecognises 3 financial asset only when; 

• the contra dual rights to the cash flows from the fmancial asset expire, are settled or waived j 

■ the entity transfers to another party Substantia Hy all of the risks and rewards of Ownership of the financial asset; Or 

• the entity, despite having retained some significanT risks and rewards of ownership of the financial asset, has transferred 
control of the asset to another party and the other party has the practical ability to sell the asset In its entirety to an unrelated 
third party^ and is able to exercise that ability unifaterally and without needing to impose additional restrictions on the transfer. 
In this case, the entity : 

derecognise the asset; and 

* recognise separately any lights and obligations created or retained in the transfer. 

The carrying amounts of the transferred asset are aliocaied between the rights or obligations retained and those transferred on the basis of 
their relative fair values at the transfer date. Newly created rights and ohligations are measured at their fair values at that date. Any 
difference between the consideration received and the amounts recognised and derecognised is recognised in surplus or deficit In the 
period of the transfer 

If the entity transfers s financial asset in a transfer that qualifies for derecognition in Its entirety and retains the right to service the financial 
asset for a fee. It recognise either a servicing asset or a servicing lisbitity for that servicing contract. If the fee to be received Is not expected 
to compensate the entity adequately for performing the servicing, a servicing liability for the servicing obligation Is recognised at its fair 
value. If the fee to be received Is expected to be more than adequate compensation for the servicing, a servicing asset Is recognised for the 
servicing right at an amount determined on the basis of an aflocetion of the carrying amount of the larger financial asset. 

If, as a result of a transfer, a flrtanclal asset U derecognised in its entirety but the transfer results in the entity obtaining a new financial asset 
or assuming a new financial liability, or a servicing liability, the entity recognise the new hrsanctal asset, financial liability or servicing liability 
at fair value. 

On derecognition of a financial asset In Its entirety, the difference between the carrying amount and the sum of the consideration received 
is recognised in surplus or deficit. 

If the transferred asset is part of a larger financial asset and the part transferred qualifies for derecognition in its entirety, the previous 
carrying amount of the larger financial asset Is allocated between the part that continues to be recognised and the part that is 
derecognised, based on the relative fair values of those parts, on the date of the transfer. For this purpose, a retained servicing asset is 
treated as a part that continues to be recognised- The difference between the carrying amount allocated to the part derecognised and the 
sum of the consideration received for the part derecognised is recognised In surplus or deficit. 

If a transfer does not result in derecognition because the entity has retained substantially all the risks and rewards of ownership of the 
transferred asset, the entity continue to recognise the transferred asset in its entirety and recognise a financial fiability for the consideration 
received. In subsequent periods, the entity recognises any revenue on the transferred asset and any expense Incurred cm the financial 
liability. Neither the asset, and the associated liability nor the revenue, and the associated expenses are offset. 

Financial liabilities 

The entity removes a financial liability jor a part of a financial liability^ from its statement of financial position when It Is extinguished — i.e. 
when the obligation spacified In the contract Is discharged, cancelled, expires or waived. 

An exchange between an existing borrower and lender of debt instruments with suhstantiallv different terms is accounted for as having 
extinguished the original financial fiability and a new financial liability is recognised. Similarly^ a substantial modification of the terms of an 
existing financial JiabHlty or a part of It Is accounted for as having extinguished the original financial liability and having recognised a new 
financial liability. 
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1.3 Firtarida) instrurnents (continued) 

The difference between the carrying a mourit of a ffnancial Itabllitv (or part of a financial liabi^rty) eKtIngulshed or transferred to another 
party and the consideration paid, including any non-cash assets transferred or liabilities assumed, Js recognised In surplus or deficit. Any 
liabilities that are waived, forgiven or assumed by another entity by way of a non-ex.chanEG transaction are accounted for in accordance 
with the Standard of GRAP on Revenue from Non-exchange Transaction; (Taxes and Transfers), 

Presentation 

Interest relating to a financial instrument or a component that is a financial liability is recognised as revenue or expense In surplus or deficit. 

Dividends or similar distributions relating to a financial instrument or a component that is a financial liability Is recognised as revenue or 
expense in surplus or deficit. 

Losses and gains relating to a financial instrument or a component that is a financial liability is recognised as revenue or expense in surplus 
Of deficit 

1-9 Tan 

Valu e Added Tbk 

The municipality accounts for VAT on the cash basis. The municipslity is liable to account fctc VAT at the standard rale (14%) in terms of 
section 7(l){a) of the VAT Act In respect of the supply of goods or services, except where the supplies are specifically lero-rated In terms of 
section Ilj exempted in terms of section 12 of the VaT Act or are scope out for VAT purposes. The municipaiity accounts for VAT on a 
monthly basis. 

1,10 Leases 

A lease is classified as a finance lease If it transfers substantially all the rtslcj and rewards incidental to ownership. A lease is classified as an 
operating lease if it does not transfer substantially all the risks and rewards Incidental to ownership. 

When a lease includes both land and buildings elements, the entity assesses the classification of each element separately. 

Finance leases ^ lessee 

finance leases are recognised as assets and liabilities in the statement of financial position at amounts erjual to the fair value of the leased 
property or, if louver, the present value of the minimum lease payments. The corresponding Ihabllity to the lessor Is Inducted In the 
statement of finarkclal position as a finance lease obligation. 

The discount rate used In calculating the present value of the rninimum (ease payments is the , 

Minimum lease payments are apportioned between the finance charge and reduction of the outstanding liability. The finance charge is 
allocated to each period during the lease term so as to produce a constant periodic, rale of on the remaining balance of the liability. 

Any contingent rents are expensed in the period in which they are incurred, 

Operating leases - lessor 

Operating lease revenue is recognised as revenue on a straight-line basis over the lease term. 

Initial direct costs incurred In negotiating and arran^ging operating leases are added to the carrying amount of the leased asset and 
recognised as an expense over the lease term on the same basis as the lease revenue. 

The aggregate cost of Incentives is recognised as e reduction of rental revenue Over the lease term on a straighMine basis. 

The aggregate benefit of Incentives is recognised as a reduction of rental expense over the lease term on a straight-line basis. 

Income for leases is disclosed under revenue in statement oF financial performance. 
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1.11 inventories 

Inventories are Initially measured at cost except where inventoiies are acquired through a non-exchange transaction, then their costs are 
their fair value as at the date of acquisition. 

Subsequently inventories are measured at the lower of cost and net realisable value- 

inventories are measured at the lower of cost and current replacement cost where they are held for; 

* distribution at no charge or for a nominal charge; or 

* consumption In the prod urtion process of goods to be d istrib u ted at no ch arge or for a nominal cha rge . 

Net realisable value is the estimated selling price in the ordinary course of operations less the estimated costs of completion and the 
estimated costs necessary to make the sale, exchange or distribution. 

The cost of Inventories is assigned using the flrsMn, Pr^t-clut (FIFO) formula. The same cost formula is used for all Inventories having a 
similar nature end use to the municipalitv. 

When Inventories are sold, the carrying amounts of those Inventories are recognised as an expense in the period In which the related 
revenue is recognised. If there 1s no related revenue, the expenses are recognised when the goods are distributed, or related services are 
rendered. The amount of any wrlte-down of inventories to net realisable value or current replacement cost and all losses of inventories are 
recognised as an expense in the period the write-down or loss occurs. The amount of any reversal of any wrlte*down of irrventorles, arising 
from an Increase in net realisable value or current replacement cost, are recognised as a reduction in the amount of inventories recognised 
as an expense in the period in which the reversal occurs. 

1.12 Impairment of cash-generating assets 

Cash-generating assets are those assets held by the municipality with the primary objective of generating a commercial return. When an 
asset is deployed in a manner consistent \with that adopted by a profit-orientated entity, it generates a commercial return. 

A cash-generati rig unit Is the smallest Identifiable group of assets held with the primary objective of generating a commercial return that 
generates cash inflows from continuing use that are largely independent of the cash inflows from other assets or groups of assets. 

Recoverable amount of an asset or a cash generating unit is the higher Its fair value less costs to sell and Its value In use. 

Identification 


When the carrying amount of a cash-generating asset exceeds its recoverable amount, it Is impaired. 

The municipality assesses at each reporting date whether there is any Indication that a cash-generating asset may he Impaired. If any such 
indication exists, the municipality estimates the recoverable amount of the asset. 

Value In use 

Value in use of s cash-generating asset is the present value of the estimated future cash floivs expected to be derived from the continuing 
use of an asset and from Its disposal at the end of its useful life. 

When estimating the value in use of an asset the municipality estimates the future cash Inflows and outflows to be derived from continuing 
use of the asset and from Its ultimate disposat and the municipality applies the appropriate discount rate to those future cash flows. 
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1.12 Impairment of cash-generating assets (continued] 

Basis for estimates of future cash flows 
In measuring value In use the municipality: 

• base cash flow projections on reasonable and supportable assumptions that represent management's best estimate of the 
range of economic conditions that will exist over the remaining useful life of the asset, i^reater weight is given to eitternal 
evidence: 

• base cash flow projections on the most recent approved financial hudgets/forecastSj but excludes any estimated future cash 
inflow^ or outflows expected to arise from future restructuring's or from improving or enhancing the asset's performance. 
Projections based on these budgets/forecasts covers a maximum period O'f five years, unless a looier period can be justified; 
and 

• estimate cash flow projectioos beyond the period covered by the most recent budgets/forecasts by extrapolating the 
projections based on the budgets/forecasts using a steady or declining growth rate for subsequent years, unless an Increasing 
rate can be Justified. This growth rate does not exceed the long-term average growth rate for the products^ Industries, or 
country or countries (n which the entity operates, or for the market In which the asset Is used, unless a higher rate can be 
Justified, 

Composition of estimates of future cash flows 

Estimates of future cash flows Include: 

■ p rejections of cashinflowsfromthecontinuinguseof the asset; 

• projections of cash outflows that are necessarily incurred to generate the cash inflows from continuing use of the asset 
(Including cash outflows to prepare the asset for use) and can be directly attributed, or allocated on a reasonabl'e and consistent 
basis, to the asset; and 

• net cash flows, if any. to be received (or paid} for the disposal of the asset at the and of its useful life. 

Estimates of future cash flows exclude: 

• cash inflows or outflows from financing activities; and 

• Income tax receipts or payments. 

The estimate of net cash flows to be received (or paid) for the disposal of an asset at the end of its useful life is the amount that the 
municipality expects to obtain from the disposal of the asset in an arm's length transaction between knowledgeable, willing parties, after 
deducting the estimated costs of disposal. 

Discount rate 

The discount rate is a pre-tax rale that reflects current market assessments of the time value of money, represented by the current risk-free 
rale of interest and the risks specific to the asset for which the future cash flow estimates have not been adjusted- 

Recognition and measurement (individual asset) 

If the recoverable amount of a cash^generaling asset is less than its carrying amount, the carrying amount of the asset is reduced to Its 
recoverable amount. This redurrtion is an Impairment loss. 

An impairment loss is recognised Immediately in surplus or deficit. 

When the amount estimated for an Impairment loss Is greater than the carrying amount of the cash-generating asset to which it relates, the 
municipality recognises a liability only to the extent that is a requirement in the Standard of GRAP. 

After the recognition of an impairment loss, the depreciation (amortisation} charge for the cash-generating asset is adjusted in future 
periods to allocate the cash-generating assess revised carrying amount, less Its residual value (if any}, on a systematic basis over its 
remaining useful life. 
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1,12 Impairment of cash-generating assets {contlnuedl 
Cash -generating units 

ir there is any indication that an asset may be impaired, the recoverable amount is estimated for the individual asset. If It is not possible to 
estimate the recoverahJe amouint of the individual assets the miinlcipality determines the recoverable amount of the cash-generating unit 
to which the asset belongs (the asset's cash-generating unit}. 

Cash-generating units are Identified consistently from period to period for the same asset or types of assets, unless a change Is Justified, 

The carrying amount of a cash-generating unit is determined on a basis consistent with the way the recowerable amount of the cash- 
generating unit is determined- 

An Impairmerit loss is recognised for a cash-generating unit if the recoverable amount of the unit is less than the carrying amount of the 
unit. The impairment is aJIocated to reduce the carrying amount of the cash-generating assets of the unit on a pro rata basis, based on the 
carrying amount of each asset in the unit. These reductions in carrying amounts are treated as impairment losses on Irkdividual assets. 

In allocating an Impairment loss, the entity does not reduce the c&rrying ainouni of an asset betow the highest of: 

■ its fair value less costs to sell (if determ in able 

• its va lue in use (if d eterminablej; a nd 

• jero. 

The amount of the impairment loss that would otherwise have been allocated to the asset is allocated pro rata to the other cash-generating 
assets of the unit- 


Where a non-cash-generating asset contributes to a cash-generating unit, a proportion of the carrying amount of that non-cash-generating 
asset Is allocated to the carrying amount of the cash-generating unit prior to estimation of the recoverable amount of the cash-generating 
unit. 

Reversal of impairment loss 

The municipality assess at each reporting dale whether there is any indication that an impairment loss recognised In prior periods for a 
cash-generating asset mgy no longer exist or may have decreased. If any such indication exists, the entity estimates the recoverable amount 
of that asset. 

An impairment loss recognised in prior periods for a cash-generating asset is reversed if there has been a change in the estimates used to- 
determine the asset's recoverable amount since the last impairment loss was recognised. The carrying amount of the asset is increased to 
its recoverable amount. The Increase Isa reversal of an Impairment loss. The incroased carrying amount of an asset attributable to a 
reversal of an impairment loss does not exceed the carrying amount that would have been determined fnet of depreciation or 
amortisationj had no Impairment loss been recognised for the asset In prior periods. 

Any reversal of an impairment loss of a revalued cash-generating asset is treated as a revaluation! increase. 

After a reversal of an impairmertt Joss Is recognised, the depreciation [amortisationj charge for the cash-generating asset is adjusted In 
future periods to allocate the cash-generating asset's revised carrying amount, less Its residual value (if any}, on a systematic basis over its 
remaining useful life. 

A reversal of an impairment loss for a cash-generating unit is allocated to the cash-generating assets of the unit pro rata with the carrying 
amounts of those- assets. These increases In carrying amounts are treated as reversals of impairment losses for Individual assets. No part of 
the amount of such a reversal Is allocated to a non-cash-generating asset contributing service potential to a cash-generatrng unit. 

In allocating a reversal of an impairment loss for a cash-generating unit, the carrying amount of an asset is not increased above the lower 
of: 

* its recovera ble amount (if dele rm Ina bte); and 

• the carrying amount that would have been determined (net of amortisation or depreciation] had no impairment loss been 
recognised for the asset in prior periods. 

The amount of the reversal of the impairment loss that would otherwise have been allocated to the asset is allocated pro rata to the other 
assets of the unit 
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1.13 tmpairrnent of oop-easN-generating assets 

Cash-generating assets are those assets held hy the nunicipaNty with the pritnary objective of generating, a commercial return. When an 
asset is deployed In a manner consistent with that adopted by a profit-orientated entity, It generates a commercial return. 

tyjor-cash-generating assets are assets other than cash-generating assets. 

Identification 

When the carryirtg amount of a non-cash-generating asset exceeds its recoverable service amount. It ij impaired. 

The municipality assesses at each reporting date whether there is any indication that a non-cash-generating asset may he impaired. If any 
such indication exists, the municipalitv estimiates the recoverahie service amount of the asset. 

The munrcrpelity consider the following indicators. In assessing whether there Is any Idication that an asset may be Impaired; 

External sources of information 

- Cessation, or near cessation, of the demand or need for services provided hy the asset 

- Significant long-term chages with an adverse affet have taken place during thaperiod in the technological, legal or government policy 
environ merrt in which it operates- 

Internal sources of information 

- Evidence Is ava I lab le of physical damage of a n asset 

- Significant long’-term changes with an adverse effect during the period In the extent to which, or manner in which, an asset is used or is 
expected to be used. These changes include the asset becoming Idle, plans to discontinue or restructure the operation to which an asset 
belongs, or plans to dispose of an asset before the previouly expeted date 

' A decision to halt the construction of the asset before it is complete or in a usable condition 

- Evidence is available from Internal reporting that indicates that the service perfonmance of an asset Is, or will he, significantly worse than 
expected 


Value in use 

The present value of the remaining service potential of a non-cash-gene fating assets is determined using the following approach; 
Depreciated replacement cost approach 

The present value of the remaining service potential of a non-cash-generaiing asset Is determined as the depreciated replacement cost of 
the asset. The replacement cost of an asset is the cost to replace the asset's gross service potential. This cost is depreciated to reflect the 
asset in its used condition. An asset may be replaced either through reproduction (replication) of the existing asset or through replacement 
of Its gross service potential. The depreciated re placement cost is measured as the reproduction or replacement cost of the asset, 
whichever Is lower, less accumulated depreciation calculated on the basis of such cost, to reflect the already consumed or expired service 
potential of the asset. 

The replacement cost and reproduction cost of an asset Is determined or; an "aptimlsed" basis. The rationale is that the municipality would 
not replace or reproduce the asset with a like asset if the asset to he replaced o^r reproduced is an overdesigned or overcapacity asset. 
Overdesigned assets contain features which are unnecessary for the goods or services the asset provides. Overcapacity assets are assets 
that have a greater capacity than Is necessary to meet the demand for goods or services the asset provides. The determination of the 
replacement cost or reproduction cost of an asset on an optimised basis thus reflects the service potential required of the asset. 

Restoration cost approach 

Restoration cO'St Ps the cost of restoring the service potential of an asset to Its p re-impaired level. The present value of the remaining service 
potential of the asset is determined by subtracting the estimated restoration cost of the asset from the current cost of replacing the 
remaining service potential of the asset before impairment. The latter cost is determined as the depreciated reproduction or replacement 
cost of the asset, whichever Is lower. 
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1.13 Impairment of non-cash'^enerating as^sets tconti nuedl} 

Recognition and measurement 

If the recoverable service amount of a lonosh-generatine asset is less than Its carrying amount, the carrying amount of the asset is 
reduced to its recoverable service amount- This reduction is an impairnnertt loss. 

An Impaifinent foss is recognised immediately in surpJus or deftcit. 

Any impairment loss of a revalued non-eash^gene rating asset is treated as a revaluation decrease. 

When the amount estimated for an impairment loss is greater than the carrying emount of the non-cash-generatini asset to which it 
relates, the municipality recognises a ilabillty only to the extent that is a requirement in the Standards of GRAP. 

After the recognition of an impairment loss, the depredation (amortasatio-n) charge for the non-cash-generatlng asset is adjusted In future 
periods to allocate the non-cash-gen-erating asset's revised carrying amount, less Its residual value (if any}, on a systematic basis o^ver its 
remaining useful life. 

1.14 Emplnyee benefits 
Defined contribution plans 

Payments to defined contribution retirement benefit plans are charged as an expense as they fall due. 

Payments made to industry-managed (or state plans) retirement benefit schemes are dealt with as defined contribution plans where the 
entity's obligation under the schemes is equivalent to those arising in a defined contribution retirement benelit plan. 

Defined benefit plans 

For defined benefit plans the cost of providing the benefits Is determined using the projected unit credit valuation method as prescribed by 
IAS 19. 

Past service costs are recognised immediately to the ement that the benefits are already vested, and are otherwise amortised on a straight 
line basis over the average period until the amended benefits become vested. 


Actuarial gains and losses are recognised in the statement of financial performance In the period that they occurs. 

When it is virtually certain that another party will reimburse some or all of the expenditure required to settle a defined benefit obllgatEon, 
the right to reimbursement is recognised as a separate asset. The asset Is measured at fair value, in all other respects, the asset is treated In 
the same way as plan assets. In surplus or deficit, the expense relating in' a defined benefit plan Js presented as the net of the amount 
recognised for a reimbursement. 

The amount recognised in the statement of finanual position represents the present value of the defined beneftt obligation as adjusted for 
unrecognised actuarial gains and losses and unrecognised past service costs, and reduces by the fair value of plan assets. 

1.15 Provisions and coirtingendes 

frowSHins are recognised when: 

* the municipality has a present obligaEion as a result of a past event; 

* it Is probable that an outflow of resources embodying economic benefits or service potential will be required to settle the 
obligation; and 

* a relia ble estimate can be rr>ade of the obligation. 

The amount of a provision is the best estimate of the expenditure expected to be required to settle the present obligaiioo at the reporting 
date. 

Where the effect of time value of money is material, the amount of a provision is the present value of the expenditures expected to be 
required to settle the obligation. 


27 


Maflibe Local Municipality 

Financial Statemenis for the year ended June 30, 2014 

Accounting Policies 


Iris Provisions and contingencies (contl nuedj 

Hie discount rate is a pre-tsK rate that reflects current rnarket assessments of the time value of money and the risks specific to the liability. 

Where some or all of the expenditure required to settle a provision Js expected to be reimbursed hy another party, the reimburse ment is 
recognised when^ and only when, it is virtually certain that reimbursement will be received if the municipality settles the obligation. The 
reimbursement is treated as a separate asset. The amount recoinised for the reimbursement does not exceed the amount of the provision. 

Provisions are raviewed at each reporting date and adjusted to reflect the current best estimate. Provisions are reversed if it Is n-o longer 
probabie that an outflow oF resources embodying economic benefits or service potential will be required, to settle the obligation. 

Where discountini Is used, the carrying amount of a provision increases In each period to reflect the passage of time. This increase is 
recognised as an interest expense. 

A provision Is used only for expenditures for which the provision was originally recognised, 

A restructuring provision includes only the direct expenditures arising from the restructuring, which are those that are bothr 

• necessarily entailed by the restruciurinf; and 

“ not associated wJththeongoingactivitlesoftheniunicipality 

No obligation arises as a consequence of the sale or transfer of an operatjon until the municipaJity is committed to the sale or transfer, 
that is, there is a binding arrangement. 

Contingent assets and contingent Itabllities are not recognised, except in entity combinations. 

Contingencies are disclosed In note... 

After theJr initial recognition contingent liabilities recognised in entity combinations that are recognised separately are subsequently 
measured at the higher of; 

• the amount that would be recognised as a provision; end 

• the amount initially recognised less cumulative amortisation. 

Decommissioning, restoration and similar liability 

Changes In the measurement of an existing decommissioning, restoration and similar iiabHity that result from changes In the estimated 
timing or amount of the outflow of resources embodying econamic benefits or service potential rec|uired to settle the obiigatipn, or a 
change in the discount rate, is accounted for as follows.; 

If the related asset is measured using the cost model: 

• changes in the liability Is added to, or deducted from, the cost of the related asset In the current period. 

• the amount deducted from the cost of the asset does not exceed Its carrying amount. If a decrease In the liability exceeds the 
carrying amount of the asset, the excess Is recognised immed lately In surplus or deficit. 

• if the adjustment results in an addition to the cost of an asset, the entity consider whether this is an indication that the new 
carrying amount of the asset may not be fully recoverable. If there is such an indication, the entity test the asset for Impairment 
by estimating its recoverable amount or recoverable service amount, and account for any impairment loss, in accordance with 
the accounting policy on Impairment of assets as described in accounting policy 1 . 12 ; and 1.13, 

• changes in the liability alter the revaluation surplus or deficit previously recognised orr that asset, so that: 

adecreaserntheliabllitviscredlteddirectlytorevaluationsurptusinnetas5et5,exceptthatitis recogn ised In surplus or 
deficit to the extent that it reverses a revaluation deficit on the asset that was previpuily recognised In surplus or deficit; and 
* an increase In the liability is recognised in surplus or deficit, except that it is debited directly to revaluation surplus In net 
assets to the extent of any credit balance existing in the revaluatJon surplus in respect of that asset; 

The periodic unwinding of the discount is recognised In surplus or deficit as a finance cost as it occurs, 

1.16 Revenue from exchange transactions 

Revenue is the gross in.flow of ec;onomlc benefits or service potential during the repenting period when those inflows result In an Increase in 
net assets, other than increases relating to contributions from owners. 
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1.16 Revenue from eKchanee tran&actJoits Icortiinued) 

An exchange transaction is one In which the municipality receJ^s assets ac services, or has liabititles eKtingiilshed, and directly gives 
appffflKlmately «fual value {primarily in the form of goods, services or use of assets) to the other party in exchange. 

Fair value is the amount for which an asset could be exchanged, or a Ifabilily settled, between knowledgeable, willing parties in an arm's 
length transaction. 

Measurement 

Revenue Is measured at the fair value of the consid'eration received or receivable, net of trade discounts and volume rebates. 

Rendering of services 


When the outcome of a transaction involving the rendering of services can be estimated reliably, revenue associated with the 
transaction Is recognised by reference to the stage of completion of the traosaction at the reporting date. The outcome of a transaction 
can be estimated reliably when all the following conditions are satisfied: 

* the amount of revenue can be measured reliably; 

* it is probable that the economic benefits or service potential associated with the transaction will flow to the m unicipality; 

* the stage of completion of the iransa ctlon a t t he reporting date can be measured relia bly; a nd 

“ the costs incurred fo^r the transaction and the costs to complete the transaction can be measured reliably. 

When services are performed by an indeterminate number of acts over a speciRed time frame, revenue Is recognised on a straight line basis 
Over the specified time frame unless there is evidence that some other method better represents the stage of completion. When a specific 
act is much more signifeant than any other acts, the recognition of revenue is postponed until the significant act is executed. 

When the outcome of the transaction invoiving the rendering of Services cannot be estimated reliably, revenue is recognised only to the 
extent of the expenses recognised that are recoverable. 


Service revenue is recognised by reference to the stage of completion of the transaction at the reporting date. Stage of cornpietion is 
determined by services performed to date as a percentage of total services to be performed. 


Use by others of the entity's assets 

Revenue arising from the use by others of entity assets yielding interest, royaPties and dividends or similar distributions i; recognised when: 

* It is proba bie that th# economic benefits or se rvice potential associated with the tr a nsaction wil I flow to the municipa llty, and 

* The amount of the revenue carv be measured reliably. 

Interest is recognised, in surplus or deficit, using the effective Interest rate method. 

Royalties are recognised as they are earned in accordance with the substance of the relevant agreements. 

Dividends or simlJar distributions are recognised, in surplus or deficit, when the municipality's right to receive payment has been 
established. 

1.17 Revenue from r^nn-oxchange transactions 

Mem-exchange transactions are transactions that are not exhange transactions, [n a non- exchange transaction, a municipality either 
receives value from another municipality without directly giving approximatePy equal value in exchange, or gives value to another 
municipality without directly receiving approximately ecjnal value in exchange. 

Recognition 

An inflow of resources from a non-exchange transaction recognised as an asset is recognised as revenue, except to the extent that a liability 
is also recognised in respect of the same infPpw. 

As the municipality satisfies a present obligation recognised as a liability in respect of an inflow of resources from a non-exchange 
transaction recognised as an asset, it reduces the carrying amount of the liability recognised and recognises an amount of revenue equal to 
that reduction. 
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1k 17 Revenue from ron'exchangetransaction^ (continued) 

Messurement 

Revenue from a non-exchange transaction Is measured at the amount of the increase in net assets recognised by the rnunicipality. 

When, 5 t a reiuJl of a non-exchange iransactlonj the rnunicipality recognises an assets it also recognises revenue equivaient to the amount 
of the asset measured at its fair value as at the date of ac^juisition^ unless It is aho required to recognise a liabHlty, Where a liahiiitv Is 
required to be recognised it will be measured as the best estimate of the amount required to settle the obligation at the reporting date, and 
the amount of the increase in net assets, If any, recognised as revenue. When a liability is subsequently reduced, because the taxabfe event 
occurs or a condition is satisfied, the amount of the reductloi^ In the liability is recognised as revenue. 

Rates and Taxes 


Revenue from property rales is ffttogriised when the legal entitlement to this revenue arises. Collection charges are recognised when such 
amount are legally enforceable. A compasite rating system charging differeni rate tariffs is employed. Rebates are granted lo certain 
categories of ratepayers and are deducted from revenue. 

Fines 

Fines are recognised as revenue when the receivable rneets the definition of an asset and satisfies the criieiia for fecogniHon as an asset. 
Assets arising from fines are measured at the best estimate of the inflow of resources to the municipality. 

Where the municipality collects fines In the capacity of an agent, the fine will not be revenue of the collecting entity. 

1.18 Investment income 


Investment income Is recognised on a time-ptopoftlon basis using the effective interest method. 

1.15 Borrowing costS 

Borrowing costs are recognised as an expense In the period in vwhich they are incurred, 

1.20 Offsetting 

Assets, liabilities, revenue and expenses have not been offset except when offsetting Is required or permitted by a Standard of GRAP., 
l.li Comparative figures 


Where necessary,, comparative figures have been reclassified to conform to changes in presentation in the current year* 


The comparative figures abve been restated, additional disclosures are Included in note 44. 

1 .22 Un a uthorised expenditure 

Jnauthorised expenditure means: 

* overspending of a vote or a ma I n divl slon within a vote; and 

• expenditure not i n accord s nee with the p u rpose of a vote or, in the case of a main d Ivl sion, not in accordance with the pu rpose 
of the main division. 

All expenditure relating to unauthorised expenditure Is recognised as an expense In the statement of financial performance in the year that 
the expenditure was Incurred. The expenditure is classified In accordance with the nature of the expense, and where recovered, it is 
subsequently accounted for as revenue in the statement of financial performance. 

1.23 Fruitless and wasteful expenditure 

Fruitless expenditure means expenditure which was made In vain and would have been avoided had reasonable care been exercised. 
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1.23 Fruitless and wasteful eiq>enditure {continued} 

All e»<pencliture retsting to fruitless and wasteful eKpenditure n reccjinlsed as an expense In the statement of financial performance in the 
year that the expenditure was incurred- The expenditure is classified in accordance with the nature of the expense, and where recovered. It 
Is subsequently accounted for as revenue in the statement of financial performance. 

1.24 Irregular expenditure 

Irregular expenditure is expenditure that is contrary to the Municipaf Finance Management Act (Act Nd. 56 of 2003L the Municipal 5v^tems 
Act (Act No. 32 of 2000)^ and the Public Office Bearers Act (Act Wo. 20 of 1503) or is in contravention of the economic entit/s supply chain 
management policy- Irregular expenditure excludes unauthorised expenditure. Irregular expenditure Is accounted far as expenditure in the 
Statement of Financial Performance and where recovered. It is subsequently accounted for as revenue in the Statement of Financial 
Performance. 

1.2$ Subsequent events 

Events after the reporting date that are classified 6S adjusting events have been accounted for in the FinanciaJ Statements. The events after 
the reporting dare that are classified as non-adjusting events after the reporting date have been disclosed In the notes to the Financial 
StatementS- 

1.26 Budget information 

Municipality are typically subject to budgetary limits in the form of appropriations or budget authorisations {or equivalent), which is given 
effect through authorising legislation, appropriation or similar. 

Generaf purpose financial reporting by municipality shall provide information on whether resources were obtained and used In accordance 
with the legally adopted budget. 

The annual financial statements and the budget are on the same basis of accourvtlng therefore a comparison with the budgated amounts 
for the reporting period have been Incfuded in th^ annual financial statements. 

The Statement of comparative and actual information has been included In the financial statements as the recommended disclosure when 
the financial statements and the budget are cm the same basis of accounting as determined by Watlona! Treasury. 

The approved budget covers the period from 1 luly 2012 to 30 June 2013. 

1.27 Related parties 

The municipality operates in an economic sector currently dominated by entities directly or indirectly owned by the South African 
Goverr^mer>t. As a consequence of the constitutional Independence of the three Spheres of government In South Africa, only entitles within 
the local sphere of government are considered to be related parties. 

Key Management are those persons responsible for planning, directing and controllmg the activities of the municipalityj including those 
charged with the governance of the municipality in accordance with legislation, in instances where they are required to perform such 
functions. 

Close members of the family of a person are considered to be those family members who may be expected to Influence, or be influenced 
by, that management in their dealings with the municipality. 

Only transactions with related parti-es not at arm's length or not in the ordinary course of business are disclosed. 
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1.28 Public private partnership 
The municipality has the followine PpP''s 

The muntcipgiltv appointed flurat Maintenance (Pty) Lid in respect of managcmeni, operalion, administration*mainienariceandexpanslor^ 
of the municipal ntwork, Inclusive of the revenue managmeiit process, as well as the Implem notion of a regional electrification programme 
("the project"), Rural will take over the operation of the existing/ initial assets ("network assets") and will also install new assets 
("investment assets'-). Rural will be all'ow»d to commission the etectriclty generation plant for own generattion and sale to consumers ("the 
public") of electricity- The contract further stipulates the level of service Rural Is to adhere to as the contract is a service level agreement, 
from the takeover date^ any loss or proftt associated with the project shall be for the account of Rural. The ownership of the network shall 
remain vested !n the Municipality and the Municipality will bear the risk of loss relatirig to the netowork and shallensure there is 
appropriaiery Insurance cover in that regard. The ownership of the investment assets remains with Rural till the end of the contract. 

At the end of the contract, the ownership of the investment assets will trnasfer the Munidpality. In the event that the contract is 
terminated by Rural during the term of the agreement, ownership of the investment assets will transfer to the Municrpality at no cost to 
the Municipatlty [l.e. the assets will become the sote and paid up property of the Municipality). Ruralshall payto theMunicipality a monthly 
royalty forthe use ofthe Network. The amount of the monthly royalty will be based on the bulk use of electricity. The amount of the 
monthly royalty shall be fixed except with regards to annual rales increases. Rural shall be intitled from takeover date to collect, directly 
from consumers all mDOies due for all services rendered and other payments due from consumers (i.e. invoices and statemets will be In the 
name of Rural). However^ the charges collected for electricity consumption and related services are regulated and approved by NERSA. AN 
municipal employees associated with electricity distribution shall be seconded to Rural and Rural shallbear responsihllity for such 
employees during the term of the agreement. In the event that the employees are seconded to Rural, Rural shall transfer cost to company 
amounts to the Municipality for the payment of such employees on a monthly basis. 

The agreement shall terminate at the end of the 25th year. The contract can be renegotiated 2 years from expiry of the term. In the event 
that the Municipality cancels the agreement prior to the 25th period without any material breach, the Municipality will be liable for 
compensation in respei of all demonstrable losses and damages including but not limited to, loss of future Irtcome as well as market-reated 
compensation In respect of the equipment. At any time during the term of the agreement Rural may cancel the agreement by giving 1 
years' notice to the Municipality, whereupon all equipment will become the sole and exclusive paid-up property of the Munldpality. 

The municipality accounts for PPP's in accordance with the ASB PPP guidelln vvhen It controls the underlying asset. Control over the 
undefJyir>| asset Is evidenced) by the following: 

The municipality controls or regulates the services the private party must provide with the associated asset, to whom it must provide them 
and at what price; 

The munlcipaliiy controls through ovmershFp, beneficial snilitement or otherwise, any slgniflcnat residua! interest in the asset at the end of 
the agreement. 


Where the arrangement falls within the scope of the PPP guideline, the municipality applies the following accounting: 

The underlyingessets in the arragement are recognised by the municipality; 

Any unitary payments made are split between the asset and Service element; 

The munIcipaJily recognises a liability with respect to its obligation tothe private entity (In the term of a financial Nabilitv where the private 
partywill receive a consideration from the rnunlcipality). 

1.Z9 Commitments 

A capital commitment is an agreement to undertake capital eiipenditure In future, which has not yet become an actually liability. Capital 
commitments are not recognised but only disclosed. Capital commitments are disclosed In note 
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2. New standards and interpretations 

The aggregate impact of the initiai application of the statements and Jnterpreiation& on the municipality's flnandal statements is 
expected to be as follows^ 
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Figures In Rand 




2014 

2013 

3. Investment property 


2014 



2013 


Cost / Valuation 

Accumulated 
depreciation and 
accumulated 
impairment 

Carrying value 

Cost/ Valuation 

Accumulated 
depredation and 
accumulated 
impairment 

Carrying value 

Investment property 47,1£0,3S4 

jZ,EE2,44S} 

44,487,936 

47,150,334 

(2,282,098) 

44,663,236 

Reconciliation of investment property - 2014 






Invesiment property 



Opening balance 
44,363,286 

Depreciation 

(380,350) 

Total 

44,437,936 

RecDnciliation of Investment property ^ 2013 






Investment property 



Opening balance 
49,248,635 

Depreciation 

(33D.349J 

Total 

44,868,286 

Fair value of Investment properties 




30,052,955 

80,052,955 


A register containing the inforinaiFon required by section 63 of rhe Municipal Finance Management Act is available for inspection at the 
registered office of the muoicipality, 

Restrictions on the realisability of investment property or the remittance of revenue and proceeds of disposal are as follows: 

Contractual obligations to purchase, construct or develop investment properly or for repairs, maintenance or enhancements is as follows; 

In the exceptional cases when the municipality have to measure investment property using the cost model in the Standard of Q RAP on 
Property, Plant and Equipment when the municipafity subsequently uses the fair value measurement, disclose the fol lowing: 

* a description of the Investment property, 

* an explanation of why fair va lu e cannot be determined reliably, 

* if possible, the range ofestimates within which fair value is highly likely to lie, and 

* on disposal of investment property not carried at fair value: 

- the tact that the entity has disposed of investment property not carried at fair value, 
the carrying amount of that investment property at the time of sale, and 
the amount of gain or loss recognised. 
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4. Property, piant and eqijEpment 


2014 

2013 

Cost / Valuation Accumutated Carrying value 
depreciation and 
accumulated 

Impairment 

Cost / Valuation Accumulated Carrying value 
depreciation and 
accumulated 
impairment 


Motor vehicles 

12,520,696 

[4,306,610] 

3,214,086 

12,109,567 

(1,923,526) 10,186,041 

Infrastructure 

2,033,564,849 

(749,828,833) 

1,339,735,966 

2,089,564,849 

(637,410,741) 1,452,154,108 

Community 

175,208,452 

{39,818,415] 

135,390,037 

173,680,243 

(33,960,743) 139,719,500 

Other property, plant and 

2,474,982 

(1,278,383) 

1,196,599 

1,717,854 

(470,950) 1,246,904 

equipment 






Landfill Rehabilitation Asset 

2,637, WO 

(311,525) 

2,376,115 

2,964,000 

[311,525) 2,652,475 

Leased Asset 

2,613,851 

(1,183,620) 

1,430,231 

2,510,965 

(346,631) 2,164,334 

Work In Progress 

36,316,343 

- 

96,316,843 

72,993,379 

72,993,379 

Total 

2,381,337,313 

(796,727,436) 

1,584,659,877 

2,355,540,857 

(674,424,116) 1,681,116,741 

Reconciliation of property,, plant and equipment - 2014 







Opening balance 

Additions 

Deprecfstion Total 

Motor vehicles 



10,186,041 

411,129 

(2,383,084) 3,214,086 

Infrastructure 



1,452,154,108 

* 

(112,418,142) 1,339,735,966 

Community 



139,719,500 

1,528,209 

(5,857,672) 135,390.037 

Other property, plant and equipment 


1,246,904 

276,337 

(326,642) 1,196,599 

Landfill Rehabilltatron Asset 



2,652,475 

- 

(276,360) 2,376.115 

Leased Asset 



2,164,334 

102,885 

(836,988) 1,430,231 

Work in Progress 



72,993,379 

23,323,464 

96,316,843 




1,681,116,741 

25,642,024 

(122,098,888) 1,584,659,877 

RccDncillation of property, plant and equipment - 2013 






Opening balance 

Additions 

Disposals 

Depreciatian 

Jmpai rment loss T otal 

Motor vehicles 

13,304,705 

869,164 

(774,312) 

(2,216,011) 

(997,505) 10,186,041 

Infrastructure 

1,564,572,250 

- 

- 

(112,418,142] 

- 1,452,154,108 

Community 

144,648,049 

323,123 

- 

(5,857,672) 

139,719,500 

Other property, plant and 

793,454 

759,184 

(26,433) 

(275,918) 

(9,353) 1,246,904 

equipment 






UndfrII rehabilitation asset 

2,687,640 


- 

(35,165) 

2,652,475 

Leased assets 

773,709 

2,510,965 

(192,899) 

(927,441) 

2,1W,334 

Work in progress 

43,555,393 

29.437,981 

- 

- 

72,993,379 


1,770,341,205 

34,506,387 

(993,644) 

(121,730,349) 

(1,006^858) 1,681,116,741 


Pledged as security 

No propety, plant andequipment was pledged as security for any fjnancial liability. Leased assets are secured by the lessor's charge over 
the leased assets as set out In note 

Assets subject to finance lease (Net carrying amount) 


Leased assets - Photo copier machines 


1,430,231 


2 , 164,334 
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5r intangibl e assets 




2014 



2013 


Cost / Vajuation 

Accumulated 

amortisation and 
accumulated 
impairment 

Carrying value 

Cost/ Valuation 

Acc umu lated Carryl ng value 

amortisation and 

accumulated 

Impairment 

Computer software, other 

1,346,607 

(1,780,595) 

166,008 

1,747,397 

(1,747,337) 


Reconcitpstion of intangible assets 2014 


Opening balance Additions Annortiiation Total 

Computer software, other * 159,210 (33,20-2) 166,008 


Reconciliation of intangible assets - 201 J 


Opening balance Amortisation Total 

Computer software, other 202,500 {202,500) 


Pledged as security 

No intangible asset was pledged as security far any financiaf liability. 

Other information 

The capitalised computer software was estitmated to have a finite life of 5 years at acpuLsilion, The software is amortised using the straight- 
line method over a period of 5 years, 

6. Other firrancial assets 

Loans and Receivables at amortised cost 


VKB Agriculture Limited - Short term member loan 

VKB Agriculture Limited - Short term member Loar> 

The member loan bears interest at A3% per annum (2012:5%) and Is available on demand 

14,345 

6,573 

VKB Agriculture Limited - Security member loan 

When the member fund awards mature after 15 years it is transferred to the member loan 
account. The loan serves as security against the trading account The loan bears interest at 

4.5% {2012: 5%) per annum and is payable on demand after settling any outstanding balance 
on the trading account. 

11,570 

109,483 

VKB Agriculture Limited - Member Funds 

The member funds arises from awards earned by members based on purchases. 

Awards do not earn interest or dividends and have e 15 year maturity life and are then 
tranferred to the securltymember loan. 

244,370 

217,276 

VKS Agriculture Limited - Membership 

The membership deposit was paid to open a trading account snd become a member. The 
receivable do not earn interest nor dividends and Is repayable when membership is cancelled. 

5,000 

5,000 

VKB Agriculture Limited - Reserves 

79,335 

79,335 


The reserves arises from special awards aJIecated to members, special awards do not earn 
interest or dividends and have a 15 year maturity life and are then transferred to the security 
member loan. 


355,120 417,667 
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6. Other financial assets fcontlnued]! 

Non-Current assets 

Loans and receivables 323,705 296,611 


Current assets 

Loans and Receivables 31,415 121 0S6 


7. Emp1oye« benefit obligati ons 
Defined benefit plan 

The defined benefit plan, to which [2013; -^6) belong, consists of the (specify Pension Fund) governed by the Pension Fund Act of 1956. 

The actuarial valuation determined that the retirement plan was in a sound financial position, however that it was recommended that the 
contribution should be Increased by for - months. This recommendation is presently being Implemenled. 

The plan is a final salary pension /flat plan or a post employment medical benefrt plan. 

Post retirement medicel aid plan 

The munrcipalitv hasapost employment medical eld fund for Its pensioners. The post-retirement medical aid benefits ae in accordance with 
Resolution g of the South African LocalGovernmenl Bargaining Council |SALG8C}, signed On 17 January 2003, which stales that an employee 
who retires from employment with an employer and who immediately prior to his or her retirment, enjoyed the benefit of the subsidy of 
his O'r her medical aid contributions by his or her employer, willcontlnue to receive a subsidy calculated as follows; 

- If the employee is SS years or older on 1 July 2003, bis Or her subsidy from the employer as at the date of retirment will be 60 ?p to a 
maximum amount of the rtorm of the cost of his or her medical aid scheme contributions as at the day Immediately prior to the dale of his 
Or her retirement; 

- If the employee Is 50 yie8r3 or older on lJuly 2003, his or her subsidy will be 50K to a maximum amount of the norm of the cost of his or 
her medical sheme contributions as at ihe day immediately prior to the date of his or her reilrement- 

Long service benefits 

The municipality's lability for long-service leave benefits relating to vested leave benefits to which employees may become entitled upon 
completion of five year's service and every five years thereafter. These leave benefits are in accordance paragraph 11 of the South African 
local Government bargaining Council (SALGBC) collective agreement on conditions of service for the free Stale devision of SALG6C which 
was signed on July 2610. 

The amounts recognised In the Statement of financial position are as follows: 

Carrying value 

Present value of the deHned benefit obligation-pa rtly or wholly funded (11,474,014) (11,474 ,gl4} 


These obligations are not a funded arrangement, l.e. no serparste assets have beenset aside currently to meet these obligations. 

Changes in the present value of the defined berneht obligation are as follows: 

Opening balance 

Benefits paid and contributions made 

Net expense recognised in the statement of financial performance 

11,474,814 11,474,814 


11,474,814 16,947,945 

(913,755) 
1,440,624 
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7, Employ^^ benefit obligations (continued) 



Net expense recognised in the statement of financial performance 

Current service cost 


517,922 

Past service cost 


023,289 

Actuarial [gains} losses 

- 

99,413 



1,440,024 

Calculation of actuarial gains and losses 

Actuarial (gains) Fosses -Obligation 

Key assumptions used 

Assumptions used at tbe reporting date; 


99,413 

Discount rates used 

- % 

7.75 % 

F^adical Aid Inflation rate 

- % 

6.75 % 

Salary escalation rate 

- % 

6.25 % 


Benefit levels, for active members the projected cotributlons were used at retiremeAt for their current shceme option and for pensioner 
mebers their current scheme options as at 1 January 2013. Retirement age, it has been assued that both mare and female merrrhers retire 
at age 65. No altowance has been rnade for early reiiremeoi either due (O HI health or at the option of the member. Continuation on 
medical aid at retirement, it was assumed that all surviving memtwrs to retirement will continue theirmedlcalaid memhership in 
retirement. Pre-reiiremeni, martality or continuation members and withdrawas rates are In accordance with 5A85-^9D male and female 
tables. Post retirement, mortality of continuation members and wiihdrawasl rates are in accordance with. PA(90) ultimate male and female 
tables with a 2 year reduction in age, assuming that there Is a 4 year age difference between male and female spouse, the valuation is 
based on the Projected Unit Credit valuation method, as prescribed by IAS 19, 

Other assumptiorts 

Assumed healthcare cost trends rates have a significant effect on the amounts recognised In surplus or deficit. A one percentage point 
change in assumed healthcare cost trends rates would have the followin| effects: 


Onepercentaige One percentage 
point increase point decrease 

I rscrease in defined benefit obligation _ E9S,944 

Increase In service end interest cost , 7 ^ g;i '5 

The munkipalFty expects to pay benefits of 2013; R4S3 313 towards post retirement medical aid and 2013; R33B 016 towards long service 
benefits to Its employee benefits In 2014. 

The municipality obtained an actuarial valuation for the first time on the post retirement medical aid at 30 June 2010 and for the long 
service benefits at 30 June 2011, 


Amounts for the current and previous four years are as follows; 

2014 

R 

Defined benefit obligation 


2013 

R 

(1 1,474,014) 


2012 

R 

[10,947,945} 


2011 

P 

[9,624,299} 


2010 

ft 

(3,. 605,000] 
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7. Employee benefit obi Igations {contin ued | 

Defined contributidn plan 

Included in defined contribution plan information above, is the following plan(s} which is (are) a Multl-Employef Funds and is (are) a 
Defined Benefit Plaoi, but due to the fact that sufficient information is not available to enable the municipality to account for the plan(s) as 
a defined benefit planfs). The municipality accounted for this (these) plan(sj as a defined contribution plants); 

South African Local Authorities Pension Fund (SALA) 

Free State Municipal Pension Fund (FSMPF) 

Municipal ConcilJors Pension Fund (MCPF) 

This Is In line with the exemption in IA519 paragraph 30 which states that where Information required for proper defined benefit accounting 
is not aval lb le in respect of multi-empioyef arid state plans, thse should be accounted for as defined canlribution plans. The municipality 
has been unsuccessful in obtaining the necessary Information to support proper defined benefit plan accounting due to restrictions 
imposed bytbe ultl-employer plan. It Is therefore, deemed impracticable to obtain this information at a suitable level of detail. 

South African Local Authorities Pension Fund (SAiA) 

Some employees belong to the South African Local Authorities Pension f urid (SALA), The latest actuarial valuation of the fund was 1 July 
20llr The valuation indicated that the fund is in sound financial position. The actuarial valuation state that the fund Js currently 98% 
(2012:36%) funded by employer contributions. This has remained stable sirtce the previous valuation date. If the current employer 
contribution rate is maintained forsd is cKpected to be close to 100% funded at the next statutory valuation. The total liabilities of the fund 
are R.. (2013; F13; 17Z mil lion) which are financed by net assets of 20-13; RS OlAmillion- 

Free State Municipal Pension Fund (FSMPF] 

Some employeeJ' belong to the Free State Municipal Pension Fund [FSMPF]. The latest actuarial valuation of the fund was 30 June 2005. 

The valuation indicated that the fund Is in sound financial position, The total itablUties of the fund are 2013: Rl 30Bmilllon which are 
financed by net asset of 2013: Rl 330 million. 

Municipal Councillors Pensipri fund (MCPF) 

Some of the Coursciflors belong to the Municipal Councillors Pension Fund (MCPF]. The latest actuarial valuation of the fund was 10 June 
2009. The valuation Indicated that the fund is in a financially sound positron. An Interim, actuarial valuation of the fund was carried out as 
at 30 June 2010, the net assets available for benefits amountedi to Rl 4S3mUliOri and the contingency reserve account balance amounted 
to R36- million, 

8, Inventorfes 


Consumable stores 

137,510 

306,071 

water 

233,125 

233,125 


370,635 

539,19$ 

Expensed inventory 



Inventory recognised as expenditure during the year 

995,767 

167,705 


Inventory pledged as security 


No Inventory was pledged as security for any financial liability. 
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9, Receivable^ from exchange transactions 
Councillor overpayment 

Councillor overpayment receivable ^ Impairment 
Other receivable'*' 

Sundry receivables 
Mayoral Functions 


2.70D,a02 

(361037J 

1,W9,245 

20,000 

(4g,0{}D] 

3,eS9,010 


2,70t>,ftD2 

{S63,037) 

22E,e90 

4,400 


2,070,B5S 


Credit quality of trade and other receivables 

The credit quality of trade and other receivables that are neither past nor due nor Impaired can be assessed by reference to external credit 
ratings jif available) or to historical tnforrnation about counterparty default rates. 

The carrying value of the receivables recorded at amortised cost approximate their fair values. 

The maximum exposure to credit risk at the reporting date Is the fair value of the receivables. 

None of the receivables that are fully performing have been renegotiated in the last year. 

The municipality does not hold any collateral as security 

Reconciliation of provision for impairment of trade artd other receivables 

Opening balance 
Provision for Irnpairmenl 


063,037 

863,037 

063,037 063,037 


10, Receivables from non'exchange transactions 

(15,091,223) (12,246,205) 

17,038,520 15,833,152 

1,947,305 3,586,067 


Rates ‘Impairment 
Rates 


Ageing 

Rates 

Current (O-BOdays) 
31 ' 60 days 
61 - 90 days 
91+ days 


1,031,301 

682,759 

574,912 

14,405,675 

16,774,727 


1,812,807 

621,213 

600,171 

12,798,961 

15,033,152 


Receivables from non 'exchange transactions impaired 

As of June 30, 2014, other receiv&btes from non-exchange transactions of R16 774 727 -00 (201 3r RlS 033 152 -00) were Impaired and 
provided for. 

The amount of the provision wras R IS 091 223- as of June 30, 20X4 (2013: Rl2 Z46 285 -). 

The agefog of these loans is as follows; 
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10. Receivables from non-exchange transactiojis (continued) 

ReconciliatiOfii of provision for impairment of receivabJes from noo-eKchan^e transactions 


Opening balance 

(12,246, 2fl5) 

(9,137,307) 

Provision for impairment 

(2,952,203) 

(3,108,978) 

Amounts written off as uncollectible 

147,265 

- 

The carrying value of the consumer receivables recorded at amortised cost eppro«imate their fair values. 

The maximum exposure to credit risk at the reporting date Is the fair value of the receivable. 

Wone of the receivables were pledged as security for any financial liabHity* 

11. Consumer debtors 

(15,091,223) 

(11,246,285) 

Gross balances 

Electricity 

5,2S0,SE6 

4,418.512 

Water 

67,555,625 

45,663,597 

Sewerage 

58,800,219 

37,707,897 

Refuse 

54,046,457 

34,775,235 

Sundry consumer sendees 

2,805,609 

31,017,395 


188,468, 780 

153,582,636 

Less: Allowance for impairment 

Electricity 

(5,025,615) 

(3,409,403) 

Water 

(45,273,660) 

(35,053,125) 

Sewerage 

(36,067,243) 

{29,096,086) 

Refuse 

(35,212,853) 

{26,833,192) 

Sundry consumer services 

{30,182,446) 

(23,933,575) 


(152,561,826) 

(118,325,381) 

Net balance 

Electricity 

255,251 

1,009,109 

Water 

22,281,960 

10,610,472 

Sewerage 

21,932,976 

8,611,811 

Refuse 

18,833,604 

7.942,043 

Sundry consumer services 

(27,376,837) 

7,033,820 


35,926,954 

35.257.255 

Electridty 

Current (0 -30 days) 

34,647 


31 - 60 days 

34,480 


61' 90 days 

37,192 

_ 

51+ days 

148,932 

1,009,109 


255,251 

1,009,109 
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11. Consumer debtors {contin ued) 


Water 


Current (0 '30 days} 

2,063, 3&5 

3,243,773 

31 * 60 dayi 

2,039,834 

1,115,788 

61 - 90 days 

1,705,201 

1,507,172 

91+ days 

16,473,560 

4,503,232 

Unmetered Consumption 

- 

235,507 


22,2&1,9E0 

10,610,472 

Sewerage 

Current (0 ’30 days] 

1.552,S60 

2,112,076 

31 -60 days 

1,439,690 

961,131 

61 '90 days 

l,4OZ,5S0 

956,657 

91+ days 

17,537,176 

4,531,947 


21,932,976 

8,611,811 

Refuse 

Current (0 -30 days] 

1,397,227 

1,904,025 

31-60 days 

1,311,060 

885,828 

61 -90 days 

l,28l,£SO 

885,459 

91- 120 days 

14,843,467 

4,266,731 


16,833,604 

7,942,043 

Sundry consumer services 

Current [0 -30 days) 

94,704 

2,264,064 

31-60 days 

67,231 

1.074,593 

61 -90 days 

25,048 

1,046,167 

91+ days 

(27,564,870) 

2,693,996 
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11. Con^i/mer debtors fcontlnued) 

Summary of debtors by customer classification 



Residential 

Current (0 -30 days) 

10,172,957 

8,721,494 

31 -■SOdayi 

4,539,139 

3,821,416 

61 - todays 

4*939,632 

4,123,450 

91+ days 

173,030*919 

124,298,337 


192,732*847 

140,964,697 

Least Provision for debt Imalnment 

(159,301*6043 

(129*657,382} 


37,431*243 

11*307,315 

Munidpal and government 

Current (0 >30 days) 

581,614 

1,069,448 

31 - 60 days 

247,336 

175*741 

SI ‘90 days 

24S,123 

183,342 

91+ days 

5,907,088 

9,788,942 


6,984,161 

7,217,473 

Less: Pftjvisiori for debt impairment 

(5,572,500] 

{259,364} 


1*411*661 

6*958,109 

Business and Industrial 

Current (0 -30 days) 

902*227 

1,543,315 

31 ‘60 days 

210,523 

661,607 

61 - 90 days 

212,539 

688,834 

91+ days 

7,079,243 

17,959,384 


8,404,832 

20,838,140 

Less: Provision for debt Impairment 

(6,806,149] 

(654,920) 


1,598,683 

20*183,220 

Total 

Current (0 -30 days) 

11,656,798 

11,339,257 

31 ' 60 days 

4,096*998 

4*658,764 

61 - 90 days 

5,450*794 

4,995*626 

91+ days 

13,822,364 

14,263,608 


35,926*934 

35,257*255 

Less: Allowance for impairment 

91 - 120 days 

(152,561,826) 

(118,325,381) 

Reconciliation Off allowance for impairment 

Balance at beginning of tbe year 

(118,329,381} 

(32,758,901} 

Contributions to allowance 

(34*984,223) 

(36*304,443) 

Amouiits written off as uncollectable 

747*778 

737,963 


1152,561,826} 

(118,325*531) 
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11. Consurr er debtors (contin ued) 

Credit qjality of consumer debtors 

The carrying walue of the consurrier receivables recorded at amortised cost apprommate their fair values. 
The maKimum exposure to credit risk at the reporting date is the fair value of the receivables, 

None of the receivables vvere pledged as security for any fmaclal I lability.: 

Consumer debtors impaired 

The amount of the provision was R 152 441 767‘OCl as of June 30, Z014 (2013: Rll 8325 ■^0), 
RecondJiatlon of alEowan cc for impairment of Consumer debtors 


Opening balance 

[118,325,331) 

(82,758,901) 

Allowance for impairment 

(34,984,223) 

(36,304,448) 

Amounts written off as uncollectible 

867,837 

737,968 

12. Cash and cash equivalents 

{152,441,767) 

{118,325,381) 

Cash and cash equivalents consist of: 

Bank balances 

28,957 

2,414,966 

Short-term deposits 

35,410 

234,131 


64,367 

2,699,097 


The munidpality had the following bank accounts 

Account number/ description Bank statement balances Cash bcrok balances 



June 30, 2014 

June 30, 2013 

June 30, 2012 

June 30, 2014 

June 30,2013 

June 30, 2012 

ABSA Limited - Primary cheque 
account - 40-5232-3517 

37,889 

2,349,950 

642,061 

28,957 

2,414,966 

{3,124,278] 

A8SA Limited * Call account- 
SavingS' 90-901 M2 70 

21,272 

2,226 

55,056 

21,272 

2,226 

55,056 

AB5A Limited^ Call account^ Friends 
of the poor - 92-2961-8782 

11,771 

119,738 

48,913 

11,771 

119,738 

48,913 

ABSA - Call account^ Operation 
Hlflsela ■ 92-3238-7538 

2,366 

2,366 

12,160 

2,366 

2,306 

12,160 

ABSA Limited - Deposit account ■ 
20-6691-9592 

* 

159,361 

152,780 

- 

159,861 

152,780 

Total 

73,298 

2,634,141 

910,970 

64,366 

2,699,097 

(2,855,369) 
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13. Finance lease obligation 



Minimum lease payments due 
-within one year 
* in second to fifth year inclusive 

965,793 

563,330 

965,793 

1,529,173 

iess- future finance charges 

1,529,173 

(114,632) 

2,494,966 

(290,262) 

Present value of minimum lease payments 

1,414,541 

2,204,704 

Present value of minimum Jease payments due 
- within one year 
' in Second to fifth year inclusive 

368,586 

545,955 

790,164 

1,414,540 


1,414,541 

2,204,704 

Non-current liabilities 

Current liabilities 

366,722 

363,596 

1,414,540 

790,164 


1,235,308 

2,204,704 


The municipality lease photo copier machines under finance lease. The lease term is i years and the averafe effective borrowing rate was 
9,5% (2013^9.5%). 

The munidpahty'5 obligations under finance [eases are secured by the lessor's charge over the leased assets to the carrying value of fil 325 
231.57 (2013: R2 164 334). 


The municipality did not default on the repayments during the current or prior reporting period. No terms and conditions were 
renegotilated. 

14. Unspent conditional grants and receipts 
Unspent conditional grants and receipts cortiprises of: 


Unspent conditiorral grants and receipts 


Municipal Infrastructure Grant (MiG) 

16,738,146 

7,152,429 

Expanded Public Work Programme integrated (EPWP) 

1,242,823 

839,380 

Integrated National Electrificaiton Grant 

776,235 

5,002,447 

Finance Management Grant 

127 


Electricity EffecJency Grant (Demand) 

2,853,834 

- 


21,611,165 

13,044,256 

Movement during the year 



Balance at the beginning of the year 

13,044,256 

7,341,011 

Additions during the year 

33,072,700 

42,164,972 

Income recognition during the year 

(24,505,791) 

(36,961,727) 


21,611,165 

13,044,256 


The balances will he recognised as revenue when the qualifying expenditure is Interred. See note .. for detail of other grants received from 
other spheres of gO’VenmenL 


An amount of ft 2 900 000.(2013: R2 239 OOO) was fortified In respect of the unspent portion of the Integrated Nations I flectrification 
Programme grant and Municipal Infrastructure grant amounting to R1 100 000 and Rl 800 000 respectively, and was withheld from the 
Equitable share of the municipality during the year. No grants were withheld due to unfulfrlled conditions for the prior reporting period. 


46 


Mafube Locaf Municipafity 

Floincial Stdtem»nts for th& y&ar ond&d June 30^ 2014 

Notes to the Ftnancraf Statements 

Figureiln Rand 2014 2D13 


JLS. Other rmancidl liabilities 
At anriortlsedcost 

DB5A - 6100S963 2,0S7,27O 2,077,174 

The loan is from the Davetepment Bank of Southern Africa (OBSA) and repayments are payable 
on a 3 monthly basis in equal installments. The redemption date is 31 OEcember 2021 and the 
loan bears Interest at a fimed rate of S^ cm the loan and 7K an the arrears. 


The municipality defaulted on the repayment terms, the balance of the a rrear account is R 

R294 200.B2|2Ql3^ 141 0Cl|r The Joan was rescheduled, to the terms and contitions above, on 
1 March 2012, No other remedies were actioned 


Non-current liabilities 



At amortised cost 

1,823,639 

1,792,745 

Current liabilities 



At amortised cost 

283,581 

324,429 


16. Provisions 


Recondllation of provisions ^ 2014 

Opening Balance Total 

Rehabilitation of landfill sites 3QB9,B32 


Reconciliation of provisions - 2013 

Opening Balance Change in Total 

discount factor 

Reha blliatatlon of landfill sites 2,964,000 125,832 3,089,832 


The provision for rehabiliation of Jandfill sites relates to the legal obligation to rehabilitate landfill sites to a condition whereby it complies 
to the permit requirements Issued Jn terms of the Mineral and Petroleum Resources Development Act, Z0D2 (Act No. 28 of 2002 1. 

The provision hai been determinetf by an independent firm of consulting engineers through investigation to determine the best estimate 
for the restoration at closure. The investigation comprised a desk study and site walkover. The sites were adjudicated according to the 
Minimum Rec(uirements for Waste Disposal hy Landfill as published by the Department of Water Affairs (DWA) which falls under the Waste 
Act {Act No. S9 Of 2008). 

The payment dates of the total closure and rehabilitation are uncertain, but are currently expected to be between 2024 and 2071, 

The Municipality has four active landfill sites as per the infrastructure asset register: 


-franlrfort Landfill; 

-Mafahlaneng Landfill (Tweeling); 

- NtshwanatsatsI Landfill (Cornelia); and 

- Vi lllers Landfill, 

There were no landfill sites developed, planned or closed during the current or prior reportlni period, 

A permitt issued to any landfill site before 2Q0S would have fallen under the Environment Conservation Act, 1939 (Act No, 73 of 1989). 

It has been identified that the landfill sites situated in Cornelia, Frankfort, Tweellng and VI liters are not licenced as required hy the Waste 
Act (Act No 59 of 200S), 
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17x Pevables from exchange tran^ctldns 


Trade payables 

30,785,609 

19,391,725 

Payrrients received in advanced ' contract In process 

_ 

10,269,695 

Accrued leave pay 

2,323,811 

5,288,611 

Accaied expense 1 

314,458 

2,749,111 

13th Cheque accrual* 

1,375,230 

1,290,967 

Other payables 

6,867 

10,164 

Salary control accounts 

9,760,682 

1,073,138 

Retention's on contract creditors 

2,504,734 

1,039,500 

Income received in advance**** 

6,730,802 

6,730,803 

Advance payable •* 

2,000,000 

7,224,609 

Eskom 

36,259,364 

37,281,082 

Department of Water Affairs jDWA) 

59,769,157 

49,254,193 

Eleclriclly payable**' 

16,199,573 

7,512,550 

Auditor-General 

2,979,426 

1,180,167 


171,00SJ12 1S045&3W 


The Munidpaltty defaulted on the paynient of suppliers within the legislative 30 days. 

•Annual 13th cheque bonuses are paid to all municipal staff in their month of birth, excluding Section &7 managers. The balance at year 
end represents the portion of the bonus whkh has vested with regards to the current salary from month of birthup until year end^ 

The Municipality received an advance from Rural Maintenance (Pty] Ltd on 30 June 2014, 

^••Belng the municipal eleclricitv usage on municipal buildings, street lights, traffic fights, pump stations etc. owing to the service provider 
Rural Maintenance (Pty) Ltd. 

•••• The Municipality is receiving an inflow af resources In the form of electricity assets from Rural Maintenance (Pty) Ltd, without having 
delivered on its portion of the exchange- 

IS. VAT payable 

Tax refunds payables 13,388,504 7,628,085 


The MunidpallEy Is registered on the cash basis for VAT purposes, thJs means VAT is only declared once cash is received or actual payment 
is made. 

VAT returns were timeouly submitted by due date, although the amounts payable were not paid on or before the due date. PenafUes and 
interest charged on late payment were accounted for an disclosed as fruUless and wasteful expediture. 

19, Consumer deposits 

Water 786,920 702,102 


No guarantees are held In lieu of consumer deposits. These are deposits held by the municipality In respect of consumer accounts which 
have been opened. 

20, 20. Financial Enstruments disclosure 

Categories of financial Instruments 
2014 


Financial liabilities 


Mafube Local Municipality 
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Figures In Rand! 

2014 

2013 

30^ Rnandal instruments disclosure (continued] 




At amortised 

Total 


cost 


Consumer deposits 

736.920 

786,920 

Current portion of fmance lease Nabilities 

3&3.S36 

868,506 

Payables from exchange transactions 

156,923.846 

156,923,846 

Current portion of non-current borrowings 

263,581 

263,581 

Non-current borrowings 

1,023,639 

1,823.689 

Finance lease liabilities 

366,722 

366.722 


161,033.344 

161,033.344 

2013 



Financial liabilities 




At amortised 

Total 


cost 


Consumer deposits 

702402 

702,102 

Current portion of finance lease liabilities 

790.164 

790,164 

Payabies from exchange transactions 

150,196.325 

150,196,325 

Current portion of non -current horrowlngs 

324,429 

324,429 

Non-current borrowings 

1,752,745 

1,752,745 

Finance lease liabilities 

1,414,540 

1.414.540 


155,130,305 

155,100.305 

21. Revenue 



Service charges 

47,117,457 

43,222,421 

Royalty Income 

S49,E67 

648,011 

Rental of facilities and equipment 

543,056 

151,086 

Ad rninist ration and management fees received 

530,696 

772.173 

Recoveries 

1,070,600 

2,594,934 

Other income - (rollup} 

770,175 

2.244,696 

Interest received - investment 

12,993,767 

7,514,047 

Fines 

73,070 

133,744 

Property rates 

19,474,270 

16.322,286 

Govemment grants £i subsidies 

96,174.682 

112,298,133 


179,311.536 

10S.9O2.331 

The amount included in revenue arising from exchanges of gciods or sendees are as follows: 



Service charges 

47,117,457 

43,222,421 

Royalty Income 

549,867 

648,011 

Rental of facilities and equipment 

543,056 

151,006 

Administration and manage merit fees received 

530,606 

772,173 

Recoveries 

1.070,680 

2,594,934 

Other income - (rollup) 

770,175 

2,244,696 

Interest received - investment 

12,990,767 

7,514,047 


63,588,706 

57,148,168 
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Figures In Rand 2014 2013 


21. Revenue (conthuecl) 


The amount included In rei^ue arising from non-exchange transectlons Is as foliows: 
Taxation revenue 


Fines 

Property rates 

Transfer revenue 

Government grants & subsidies 

73,S70 

19,474,27fi 

96,174,632 

133,744 

16,322,236 

112,298,133 


115,722,330 

128,754,163 

22. Property rates 



Rates received 



Residential 

Commercial 

Agricultural 

Less; Fneome forgone* 

16,347,134 

14,028,032 

1,340,704 

112,241,642) 

11,109,262 

11,531,993 

813,720 

(7,132,689) 


19,474,278 

16,322,286 

•Income forgone cani be defined as any income that the Municipality is entitled to by Jaw to levy^ but which has subsequently been forgone 
by way of rebate or remEssion, The amount forgone has increased from prior year as a result of more registrations which were done of 
pensicmers who are levied rates on their properties, and an ongoing incentive whlch^ the municipality Initiated as a mechanism to Increase 

Its collection for the 2014 financial year. 

Valuations 



Residential 

Business and Industrial 

Government 

Agriculture 

Institutional, educational and churches 

957,251,297 

230,403,142 

122,096,082 

2,435,135,189 

34,930,353 

1,239,274,716 
198,75 3,880 
18,481,340 
1,956,542,674 
51,130,532 


3,779,816,063 

3^164,183,142 


Valuations an land and buNdings are performed every 5 years. The last general valuation roll wes done In November 2010 and came Into 
effect on IJuly 2011, and Is based on market-related values. Due to dire financial constraints the municipality found itself in during the 
current financial year, It could not perform supplementary valuationj on properties thus values are still the same as last year 2013 


The first R50 OOO of the valuatio-n of residential property is exempted from rates. 

As per the approved budget the haste rates were adjusted as follows; 

R0.00691S (2013; R0,00&236) Rate per Rand on the value of rateable residential property 
R0.0015491 (2013; RQ. 134700) Rate per rand on the value of rateable business property 
RO.OS&TflO (2013: R0.057200) Rate per Rand on the value of rateable government property 
R0,000523 [201 3; R0-00O53O) Rate per Rand on the velue of agrhcultural property 
R (2013; RQ.044OD0) Rate per Rand on the value of vacant stands 

The municipality has commenced with processes to compile n new general valuation roll which will be implemented on 01 July 2015. 
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23. Service diarges 

Sundry Service Charges 
Sale of electricity 
Sale of water 
Solid waste 

Sewerage and sartltationcharges 
Ftef use removal 


2014 

2013 

1,275,172 

1,146,875 

(102,286} 

- 

16,76^751 

14,824,634 

19.596 

18,144 

15,312,749 

14,328,043 

13,842,475 

12,304,720 

47,117.457 

4X^IA21 
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Figures in Rand 

2014 

2013 

24. Government grants and subsidies 



Operating grants 

Equitable share 

67,799,171 

75,102,000 

local Government Sector Education and Training Authority (LGSETA) 

. 

125,418 

Penile Dahl District Murricipality 

1,476,72s 

S2£,119 

Expanded Public Works Program Integrated Grant (EPWP) 

646,557 

907,620 

Treasury and Cooperative Governance and Traditional Affairs (COGTA) 

4,53S,S5B 

1,319,871 

Electricity Effeciency Grant (EEOGJ 



Finance Management Grant (FMG) 


1,938,601 

Department of Water Affairs (DWA] 


2,999,972 

Integrated National Electrification Program (INEP) 

4,226,212 

8,902,770 

Municipal Systems Improvement Grant (MSIG) 

£90,000 

1,285,191 

Capital grants 

S 1,227, 399 

93,609,562 

Municipal Infrastructure Grant [MIG] 

14,947,283 

13,638,571 


14,947,283 

13,638,571 

96,174,682 

112,293,133 


Equitable Share 

In terms df the Ccmstitution of the Republic of South Africa,. 1&96 [Act No. IDS of 193^), this grant is used to subsidise the provision of basic 
and administrative service to Indigent community member and to Subsidise income.. 


Municipal Infrastructure grant (MIG) 


Balance unspent at beginning of year 

Current-yesr receipts 

Conditions met - transferred to revenue 


7,152,429 

24,533,000 25,341,000 

(14,^7,233) (ia,SSB,S7lJ 

16,733,146 7,152,429 


Conditions still to be met - remain llabiiitres (see note 14), 

In terms of the MFMA Drcular No. 43, all conditional allocations [excluding interest earned thereon) that at year-end are not utilised must 
revert back to National Revenue Fund unless the relevant receiving officer can prove to the satisfaction of the Mational Treasury that the 
unspent allocation is committed to identifieeble projects 

This grant Is used to supplement municipal capital budgets to eradicate backlogs in municipal infrastructure utilised In providing basic 
services for the benefit of poor households. 

Municipal Systems Improvement Grant (M51G) 


Balance unspent at beginning of year 

Current-year receipts 

Conditions met - transferred to revenue 

890,000 

(890,000) 

485,191 

800,000 

(1,^85,191) 


' 

- 

Expanded Public Works Program Integrated (EPWP| 



Balance unspent at beginning of year 

Current-year receipts 

Conditions met - transferred to revenue 

889,380 

1,000,000 

(646,557} 

773,000 

1,024,000 

(907,620) 


1,242,823 

889,380 
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24, Government grants and su bsl diQs {conttnu ed} 


Conditions still to be met - remain liabilities (see note 14], 

Provide explanations of conditions still to be met and other relevant information. 



Integrated National Electrification Program (INEP) 

Balance unspent at beginning of veer 

5,002,447 

6,144,218 

Current-year receipts 

- 

10,000,000 

Conditions met - transferred to revenue 

(4,226,212) 

(0,902,771) 

Forfeited - repaid 


(2,239,000) 


776,235 

5,tJCi2,447 


Conditions st^lJ to be me) - remain liabilities (see note 14), 

The conditions which were left to be met on this grant related to (Phase 2) of the Electrincation of 500 Households in Mama had! of which 
99% ■was already com]>leted at year end. The project was set to he complete by 30J jne 2014 however was not, the delays were as a result 
of Electricity Capacity Problems with ESKOW in the Mafube area and that a further assessment was due to be performed by the consultants 
on the Current energy use to enable more connections. 

Department of Water Affairs (DWA) 

Balance urspertat beginning ofyear _ 2,999,972 

Current-year receipts * (2,999,972) 


Conditions still to be met remain liabilities (see note 14). 

Provide CKpla nations of conditiorts still to be met and other relevant information. 

Finance Management Grant (FiMG) 

BaFa nee unspent at beginning of year 

Cun-enl-year receipts 

Conditions met - transferred to revenue 


43^,^Z 

i,eso,<wo 1,500,000 

{l,64g,fl73) {l,93e,602) 

127 


Conditions still to be met ■ remain liabilities [see note 14), 

Provide explanations of conditions still to be met and other relevant information. 

Electricity Efficiency Grant (EEDG) 

Current-yea r race ipts 4,91^,700 

Cond itions m et - tra nsferred to revenue (2, 14 5,E66) 

2 , 853^34 


Conditions still to be met - remair; liabilities (see note 14). 

Provide explanations of conditions stilt to be met and other relevant information. 
Changes in level of government grants 
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Figures In Rand 

2014 

2013 

25. Other revenue 

Administration and management Fees received - third party 


772,173 

Salary recoveries 

i,070,6aa 

3,554,934 

Other income - { roll up) 

770,175 

3,344,696 


2,375,555 

5,611,503 

26. Other income 

Connection fees 

56,351 

66,857 

Ground gravel and soil 

72,437 

13,726 

In come from agency services* 

53 

301,415 

Cemetery fees 

151,B03 

126,335 

Loyalty awards * VKB Agricuiture Limited 

- 

33,666 

Certificates 

72,560 

60,145 

Tender deposits 

29,447 

36,316 

Building plans 

56,731 

70,723 

Sundry income 

320,703 

1,533,476 


770,175 

2,244,696 


•Income From agencyiervlce consist out of the Rurat Maintenance (Ptyl Ltd electricity assets additions received that were tnitiatiy 
recognised as a liattllity (revenu'e received In advance) and thereafter recognised as income over the term of the PPP agreement. 
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Figures in Rand 

2014 

2013 

27. General expenje^ 



Advertising 

75,923 

406,606 

Assessment rates & municipal charges 

- 

67,800 

Auditors remuneration 

3,2gl,396 

3,462,993 

Bank charges 

263,144 

247,661 

Oeaning 

447,021 

137,013 

ConSLifting and professronal fees 

2,419,746 

4,309,787 

Consumables 

. 

167,705 

Donations 

43,121 

37,630 

Entertainment 

178,305 

689,490 

Animal Costs 

47,150 

107 

iriisu ranee 

637,624 

427,804 

Community development and training 

952,406 

3,355,186 

Conferences and semi mars 

39,478 

145,543 

Bus Diesel' 


(569,270) 

ET ejfpertses 

1,414,734 

681,196 

Lease rentals on operating lease 

649,532 

510,853 

Magazines, boots and periodkals 

2,429 

17,320 

Motor vehicle expenses 

93,744 

206,077 

Fuel and oN 

3,516,144 

2,199,182 

Postage and courier 

492,489 

403,961 

Printing and stationery 

641,210 

837,737 

Protective ctothing 

1,445,180 

371,746 

Security (Guarding of municipal property] 

17,326 

114,759 

Software expenses 

.. 

486,994 

Staff welfare 

2i,oai 

350,705 

Subscriptions and membership fees 

602,138 

247,222 

Telephone and fax 

2,132,234 

1,960,627 

Training 


7,569 

Assets expensed 

76 

162 

Electricity 

-> 

7,578,306 

Water 

42,84? 

453,598 

Refuse 


376,845 

Other expenses 

- 

249,861 

Integrated developrnentplan (IDPji 

646,377 

1,061,666 

Recruitment Expenses 

97,240 

_ 

Pauper burials 

22,847 

37,136 

Legal fees 

404,361 

422,199 

Rental of Vehicles and Equipment 

921,052 


Bursaries 

601,010 

1,260,710 

Chemicals 

2,148,362 

1,426,957 

Audit Committee Sitting Fees 

142,980 



24,440,709 

34,349,443 
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2C14 

2013 

28. EmploYee related costs 

Basic 

67,173,2fil 

61,225,798 

Bonus 

3,409,574 

3,058,145 

Leave 

(2,404,737) 

776,366 

Travel, motor car, accommodation, subsistence and other allowances 

1,437,442 

1,409,800 


59,615,960 

66,470,109 

Remuneration of municipal rnanager|PI Radebe) 

Annual Remuneration 

S4B,345 

664,710 

Backpay 

4,354 

25,653 

Contribution to SDL 

9,265 

9,904 

Contribution to UlF 

1,785 

1,718 

Medical and Pension Funds 

310,157 

38,947 

Leave Paid out 

- 

134,306 

Travel Allowance 

224,729 

213,978 


1,098,635 

1,089,216 

Remuneration of chief tinance officer jA Hluhi} 

Annual Remuneration 

93,250 


Car Allowance 

IS.OOD 


Contributions to UlF 

297 

. 

Municipal contributions to SDL 

1,077 

- 


112,624 


Remun^eration ot the Acting Chief Financial Officer 

Annual Remuneration 

261,950 

84,883 

Car Allowance 

132,118 

41,658 

Acting Allowance 

346,317 

129,083 

Backpay 

3,566 

. 

Medical and Pension Funds 

50,871 

16,934 

Municipal contribution to SDL 

7,067 

2.283 

Municipal contribution to UlF 

1,7S5 

571 


803,674 

275,462 


Mr G Gwanya was appointed as the Acting CFO after the resienailon of the Chief Financial Officer NN Molefe in Marth 2013, and acted 
untjit 25 April 2014 after which, Ms. P Nthupln^ was appointed to act until I the newly appointed CFO Mr NA Hlubt offtcially started. 

Mr NA HEtibi was officially appointed an the 1/04/2014 and commenced duty on the 15/05/2014, 

Public Safety end Service Delivery - MS Malindl 


Acting Allowance 
Annual Remuneration 
Backpay 

Contribution to SDL 
Contributions to UlF 
Contributions to pension fund 
Leave paid out 
Travail Allowance 


10,998 

- 

618,316 

626,233 

3,566 

19,701 

S,SS3 

6,329 

1,636 

3,090 

139,371 

122,925 

143,910 

- 

95,332 

99,800 


1,027,232 B7fl,S73 


56 


Mafube Locaf Munictpality 

Flrlar 1 c^al Statements for the year ended June 30^ 2014 

Notes to the Financial Statements 

Figures In ftand 2014 20J3 


ZOr EmpI oyee related cost& (contlniJ ed) 

It should be noted that Mf. MS Malindi was shifted From being tbe corporate services director In 2013 to being the director for the newly 
estabfished department termed "Service Delivery and Public Safety", the salary he earned as a director for corporate services 'S therefore^ 
disclosed as a comparative in the new department. 

Director Community Services - ZE Mofokeng 


Anrtual remuneration 

596,527 

533,232 

Backpay 

3,566 

19,701 

Contributions to SDL 

7,464 

6.364 

Medical allowance 

14,631 


Contributions to UIF 

1,7S5 

1,593 

UIF allowance 

1,761 

_ 

Contributiorts to pension fund 


88,530 

Pension contribution 

92,834 


Travel allowance 

204,306 

144,299 


9ZZ.B74 

344,219 

Corporate end human resources (corporate services.) Badebe 

Annual Ftemune ration 

721,224 

631,531 

Backpay 

3,943 

19,701 

Contributions to SDL 

8,245 

3,375 

Contributions to UIF 

1,785 

1,713 

Leave paid out 

- 

109,479 

Cellphone allowance 

16,000 

. 

Acting allowance 

6,515 


Jravell Allowance 

36,000 

96,000 


853,712 

S66.804 

It should be noted that Mrs, NE fiadebe was shifted by council to occupy the position as the corporate director, owing to the fact that the 
Department of Land Use and Town Planning was merged Into the Technical Department. 

Technical Services ^ M Maboya 

Annual remuneration 

159,337 

205,000 

Contributions to SDL 

2,762 

2,481 

Contributions to DIF 

595 

595 

Contribution to pension fund 

33,121 

31,949 

Travel allowance 

53,129 

68,333 

Leave paid out 

56,814 

. 

Backpay 

29,440 



335,246 

308,358 


This position has become vacant In March 2013 following the termination of the agreement of the Director Mr Maboya. 


Mayor -JESegasa 


Annual Remuneration 

431,535 

385,190 

Back pay 

■ 

12,802 

Cellphone allowance 

23,472 

19,769 

Contributions to pension 

64,730 

28,149 

Contribution to SDL 

5,550 

5,147 

Contribution to UIF 

- 

993 
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2D14 

2013 

28. Employee related costs {continued} 



Travel allowance 

165,422 

135,414 


$90,709 

587,469 

Speaker - TM Moloi 



Annual Remuneration 

330,853 

357,500 

Back pay 

. 

19,252 

Cellphone allowance 

23,472 

21,542 

Contributions to medical 

16,532 

14,835 

Contribution to pension 

49,623 

56,530 

Contribution to SOL 

4,357 

5,253 

Contribution to UIF 


998 

Travel allowance 

132,333 

126,305 


557,180 

602,215 

29. Remuneration of councillors 



Councillors 

3,235,182 

5,420,628 

In4cind bervetits 



3Q. Debt Impairment 



Contrihuilon to^ receivables from exchange transactions impslrement provision 


363,037 

Contribution to consumer receivables from exchange transactions Impairment provision 

34,984,223 

36,169,137 

Contributions to consumer receivables from non^e^cbange transactions Impalrmertt provision 

2,992,203 

3,244,289 


37,976,426 

40,276,463 

31. Investment revenue 



interest received 



Financial Assets 

123,084 

9,576 

Bank 

* 

150,028 

interest charged on trade and other receivables 

12,875,683 

7,355,243 


12,998,767 

7,514,847 

32. Actuarial loss on employee benefits 



Actuarial loss on employee benefits 

- 

(99,413) 

33- Pepreciotioo and amortisation 



property, plant and equipment 

122,579,680 

123,034,041 

Irtvestment property 

380,350 

380,350 

Intangible assets 

33,202 

202,500 


122,993.232 

123,676,891 
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34. Finance costs 

tJon-current borrowinis 
Trade and other payables 
Finance lease liabilities 
Cash and Cash equivalents 
Employee benefits 
Late pavrnent of tax 
Non-Current provisions 
Late payment of pension fund 


35. AudHtcrs' remuneration 


Fees 


36. Rental of facilities and equipment 

Premises 
Premises 
Venue hire 


37. Grants and subsidies paid 

Other subsidies 
Indigent subsidies 

38. Bulk purchases 

Electricity 

Water 


2014 Z013 



10S,3S5 

- 

4,314,822 

712,960 

237.339 

5,853,682 

201.349 

- 

823,269 

- 

1,015,171 

- 

125,832 

- 

4SS,51D 

6.566,642 

7,278,597 

3,261,336 

3,462.993 


531,566 

141,028 

11,490 

10,058 

543,056 

151,086 


6,745,501 

7,529,210 

17,199,992 

10,514,964 

9,168,910 

27,714,956 

9,168,910 
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2014 

2013 

39. Cash generated from operations 



Defidt 

(133,184,930) 

(123,004,723) 

Adjustments for: 



Depreciation and amortisation 

122.993,232 

123,676,891 

loss On sale of assets and liabinties 

- 

{603,632} 

Actuarial lo.ss on employee benefits 

- 

99,413 

Finance costs - Finance leases 

712,t60 

237,339 

Debt impairment 

37,976,426 

40,276,463 

Movemenfs in operating lease assets and accruals 


(33,666) 

Service charges on employee benefits 

- 

517,922 

Movements in provisions 

- 

(301,415) 

Interest income 

- 

[524,910) 

Changes In working capitals 



Irtventories 

168,581 

17,596 

Receivables from exchange transactions 

{1,533,155) 

(266,393} 

Consumer receivable from exchange transactions 

(33,646,125) 

(16,983,636} 

Other receivables from non^exchange transactions 

1,639,562 

(12,124,930) 

Payables from exchange transactions 

20,813,393 

26,924,230 

VAT 

5,760,419 

(3,563,331) 

Unspeni conditioinai grants and receipts 

8,566,909 

5,203,245 

Consumer deposits 

34.816 

17,133 

Employee benefits 

- 

(913,755) 

Norv-current provisions 

- 

- 


25,297,025 

38,639.791 


40 . Comrnltnnents 


Authorised capital expenditure 
Approved and contracted for 

* infrastructure 58,207,711 32,821,071 


This committed e>;periditure relates to property and wilt be financed by svalJable bank facilities, retained surpluses, ri|ht 5 issue of shares, 
issue of debentures, mortgage facilities, existin| cash resources, funds internally generated, etc, 

41. Contingencies 

Unlicensed landfill sites: 

The municipaJitv has four active landfill sites. It has been Identified that the landfill sites situated in Frankfort, Tweeling, Cornelia and 
Vllliers are not licensed as required by tlw Mational Environmental Managemenii Waste Act, (Act No. S5 of 20QS). In accordance with 
section 68(1^ of the National Environmental Nlanagemervt: Waste Act, {Act No., SS of 2008), a person convicted of an offence referred to in 
section 67(l){a|, (g) or (h) is liable to a fine not exceeding RIQ 000 DQO or to imprisonment for a period not exceeding 10 years, or to both 
such fine and such imprisonment, In addition to any other penalty or award that may he imposed or made. 

Sewerage leaking into the river 

The municipality was taken to court again during the year, and : 
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42k Related parties 


Relationships 

Accounting Officer Refer to accounting officer's report note 

□O'se family mennber of key management none 

Joint ventu re of key manageme ni none 

Associate of dose family member of key management none 

Post emplayment benefit plan for employees of entity and/or other related none 

parties 

Mernhers of key manggement None 

Related party balances 


Key management andl Councillors receive and pay for services on the same terms and conditions as other rate payers. These tmasactions 
are recorded at arms length. 


Compensation to accounting officer and other key management 

Short-term employee benefits 5,749,272 4,^25,458 

Defined contribution plans 1,437,442 1,409,800 

7,156,714 6,235,255 

43. Comparative figures 

No comparative figures have been presented as these are the first financial statements of the municipaltty. 

The reporting period Is longer/shorter than a year, therefore comparative amounts are not comparable to the current balances. 

Certain comparative ligures have been reclassified. 

The effects of the redassificetion are as followsi 

44. Risk management 
Financial risk managenient 

The municipal Ity-s activities expose it to a variety of financial risks: Including market risk (fair value interest rate risk, cash flow Interest rate 
risk and price risk] credit risk and liquidity risk 

Liquidity risk 

Liquidity risk is the risk that the municipality will encounter difficulty in meeting the obligations associated with its financial liabilities that 
are setiEad by delivering cash or another financial asset. 


The municipality's risk to llquidicy Is a reslut of the funds available to cover future commitments. The municipality manages liquidity risk 
though an ongoing review of future commitments and credit facilities. 


Mafube Local Municipairty 

Financial Statements for the year ended June 30, 2014 
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44. R[sh management (cQAtinued} 
Credit risk 


There were no msterral changes In respect of objectives, polrcies and processes for managini risks and in methods to measure risk 

Credit risks consists nsalnly of cash deposits, cash equivalent and consumer receivables. The municlpalitv only deposits cash with major 
banks with high quality credit standing and fimits ejfposure to any on countcr^paity. 

Consumer receivables comprise a widespread customer base, rylanagement evaluated credit risk relating to consumer on an ongoing basis. 
If consumers are Independently related, these ratings are used. Otherwise, if there is no independent rating, risk control assesses the credit 
quality of the consumers, taking Into account Its flrtancial position, past experience and other factors. 

Consumer receivables are presented net of an allowance for Impairment. Credit risk pertaining to consumer receivables Is considered to be 
high due to a history of non-payment and limited follow up procedures by the municipality in the past. The municipality effectively has the 
right to terminate services to customers but. in practice tbis Is difficult to apply. Consumer receivables whose accounts enter into arrears, 
council endeavours to collect such accounts by levying of penalty charges, demand for payment, restriction of services and as a last resort 
handing over of debt for collecticm. 


No consumer receivables or receivable from exchange transaction is pledged as security for any flnandal liability. 


Financial assets exposed to credit risk at year end were as follows: 

Financial inshuniient 

Receivables from exchange transactions 

Consumer receivables form non-exchange transactions (Net amount] 
Consurner receivable from exchange transactions (Net amount) 

Cash and cashequrvalerats {Favourable balances) 

Financial Assets 


2014 

3,659,010 

1,633.504 

35,926,954 

64,362 

355.120 


2013 

2,050,519 

3,SB6,B67 

35.257,266 

2,699,037 

417,667 


The municipality is exposed to a number of guarantees for the overdraft facilities of economic entitles and for guarantees Issued In favour 
of the creditors of A {Pty) Ltd . Refe r to note for ad drtlonal deta I Is. 


Market risk 


Interest rate risk 

Interest rale risk Is defined as the risk that thefair value or future cash flows associated with a finarvcial instrument will fluctuate in amount 
as a result of market Interest changes, The entity's policy Is to rninimise interest rate cash flow risk exposures on long -term financing. 

The entity's interest rate risk arises from nor-current borrowings and finance lease JiabilitEes, Instruments issued at fixed rates expose the 
municipality to fair value interest rate risk. Interest rates on non-current borrowings are not based on prime and therefore fluctuations in 
prime will not affect the borrowings 

Financial liabilities which exposes the municipality to interest rate risk at year end were as follows: 

Fh'icc risk 

The municipality is not exposed to price risk. 

45. Events after the reporting date 

Disclose for each material: category of non-adjusting events after the reporting date; 

* nature of the event. 

* estimation of its financial effect or a statement that such a n estimation cannot be made. 
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46. Unauthorised eKpervditure 



Unauthorised expenditure 

37,637.331 

21,774.063 

47,. Fruitless and wasteful expenditure 



Opening baJence 

5,663,766 

17,345,938 

FruitFess and wasiefnl expenditure current year (see below| 

8,483,961 

5,551,544 

Iterrvs certifred as Irrecavarabie by Coundl 

- 

£17,727,744) 


14,153,749 

5,669,788 

48. Irregular expenditure 



Opening balance 

30.002,153 

71,143,949 

Add; Irregular Expenditure - current year 

5.400,031 

.. 

Less: Amounts condoned 

- 

(71,142.949) 

Less: Amounts recoverable (not condoned} 

- 

(56,316} 


35/402,164 

(56.316} 

49 . Additional disclosu re In temas of Municipal Fi nance M ansgement Act 



Contributions 10 Organised local government 



Opening balance 

493,971 

440,296 

Current year subscription / fee 

630,542 

493,971 

Amount paid - current year 

(513,243} 

(440,395) 


611,268 

499,971 

SALGA subscriptions for the current and prior reporting poriDd. 



Audit fees ^ Auditor General 



Opening balance 

1,180,167 

1,556,352 

Current year subscription / fee 

3.158,508 

3.206,873 

Amount paid - current year 

(150,000} 

103.851 

Amount paid ^ previous year! 

(1.038.858} 

(3.726,909} 


3,149,817 

1.1B0.167 

bAY£, UIF and SOL 



Opening balarKe 

7,183.103 

406.733 

Current year subscription / fee 

6,957,479 

6,206,527 

Amount paid - current year 

(7,513.725} 

(75,339} 

Interest and penalties 

635,993 

643,067 


7,318.655 

7,188,103 
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49, Additional disclosure in terms of Municipal Finance Management Act (continued^ 
Pension and Medical Aid Deductions 


Opening balance 
Deductions made 
Amount paid - current year 
Interest paid 


1 , 727,039 

U,ZB1,^23 

{£,207,2^3) 

541,804 

10,453,233 


( 4 , 304 . 599 ) 

14,817,290 

(9,241,170) 

455,510 

1,727,039 
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2013 

49. Additional disclosure In terms of Municipal Finance Management Act (continued) 



Councillors' arre^r consumer accounts 




The following Counciloirs had arrear accoorits outstanding for more than 90 days at June 30, 2014: 



June 30, 2014 

Outstanding less 

Outstanding 

Total 


than 90 days 

more than 90 

0 


R 

days 


Hadebe M 

716 

1,6S3 

2,399 

Jafta UC 

532 

IS 

547 

Monaune P M 

379 

3,347 

3,926 

Mosia A S 

660 


660 

Motloung ? 

519 

4,063 

4,532 

Motloung WC 

1,001 

15,970 

16,979 

Pretortous J J 

4,91S 

23,330 

28,243 


B,72S 

48,616 

57,341 

June 30, 2013 

Outstanding less 

Outstanding 

Total 


than 90 days 

more than 90 

R 


R 

days 


Kadebe M 

732 

5,132 

5,914 

Jaftd LTC 

349 

- 

349 

Mofokeng MM 

370 


370 

Mosia A3 

1,264 

314 

1,578 

Motloung FP 

1,386 

132 

1.510 

Motloung P 

503 

2,674 

3,177 

Motloung WC 

1,135 

10,396 

11,531 


5,739 

18,698 

24,437 

Puring the year the following Councilors' 

had arrear accounts outstanding for more than 90 days. 



June 30, 2014 


Highest 

Aging 



Outstanding 

[in days) 



amount 


Hadebe M 


1,603 


Monaune P M 


3,547 

_ 

MotloungP 


4,063 

_ 

Motloung WC 


15,970 


Pretorious J J 


23,330 




48,601 


June 30, 2013 


Highest 

Aging 



outstanding 

(in days] 



amount 


Mosta MA 


5,040 


Xaba ME 


1,216 

- 



6,256 
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A U □ I t O 
S O U T 


E N E R A L 
F R [ C A 



The Municipal Manager 

Mafube Local Municipality 

P O. Box 2 

Frankfort 

9830 

1 December 2014 


R - O 
H A 


Reference: 213g6REGt3/14 


Dear Municipal Manager 

Report of the Auditor-General on the financial statements and other legal and regulatory 
requirements of the Mafube Local Municipality for the year ended 30 June Z014 


1* The above-mentioned report of the Auditor-Generat is submitted herewith in terms of section 
21 (1) of the Public Audit Act of South Africa read in conjunction with section 188 of the 
Constitution of the Republic of South Africa section 121(3) of the Municipai Finance 
Management Act of South Africa (MFMA), 


2. In terms of section 121(3) of the MFMA you are required to include the audit report in the 
municipality’s annual report to be tabled. 


3, Until the annual report is tabled as required by section 127{2) of the MFMA the audit report 
is not a public document and should therefore be treated as confidentiaL 

4, Prior to printing or copying the annual report which will include the audit report you are 
required to do the following; 

* Submit the final printer's proof of the annual report to the relevant senior manager of the 
Auditor-General of South Africa for verification of the audit-related references in the audit 
report and for confirmation that the financial statements and other information are those 
documents that have been read and audited. Special care should be taken with the page 
references in your report, since an incorrect reference could have audit implications. 

* The signature Auditor-General in the handwriting of the auditor authorised to sign the 
audit report at the end of the hard copy of the audit report should be scanned in when 
preparing to print the report. This signature, as well as the place and date of signing and 
the Auditor-General of South Africa’s logo, should appear al the end of the report, as in 
the hard copy that is provided to you. The official logo will be made available to you in 
electronic format. 


Aijdi^rng Jo biriJd' pubi'C con/fdence 

AucTflDr-GenarDl Soulti AffUD 

PO Bok 11 S SrociTirDnicln SlOO Free Statr * Dotex. 417(0)5 1 40 ^ 0100* Fjx; +17(0)S] 40^ 0 I S I ' www.agsa.iCojiL 


5, Five (5) copies of the municipality s annual report shouid be submitted to my office once 
avaiiabie. 


6, Piease notify the undersigned Senior Manager well in advance of the date on which the 
annua i report containing this audit report wili be tabled, 

7. Your cooperation to ensure that all these requirements are met would be much appreciated. 

Kindly acknowledge receipt of this letter, 

Yours sincerely 



S. Steenbok 

Senior IVlanager; Free State 


Tetephone: 

Fax: 

E-mail; 


(051) 409 0100 
(051)409 0182 


REPORT OF THE AUDITOR-GENERAL TO THE FREE STATE LEGISLATURE AND THE 

COUNCIL ON THE MAFUBE LOCAL MUNICIPALITY 

REPORT ON THE FINANCIAL STATEMENTS 

Introduction 

1. I was engaged lo audit the ftnancial statements of the Mafube Locat MunicipaHty set 
out on pages XX to XX, which comprise the statement of financial position as at 

30 June 2014, the statements of financial performance, changes in net assets, cash 
flows, statement of comparison of budget and actual amounts and the appropriation 
statement for the year then ended, as well as the notes comprising a summary of 
significant accounting poficies and other explanatory information. 

Accounting officer*s responsibility for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of the 
financial statements in accordance with South African Standards of Generally 
Recognised Accounting Practice (SA Standards of GRAP) and the requirements of the 
Municipal Finance Management Act of South Africa, 2003 (Act No. 56 of 2003) (MFMA) 
and the Division of Revenue Act of South Africa, 2013 (Act No. 2 of 2013) (DoRA) and for 
such internal control as the accounting officer determines is necessary to enable the 
preparation of financial statements that are free from material misstatement, whether 
due to fraud or error. 

Auditof-generaFs responsibility 

3. My responsibility is to express an opinion on the ftnancial statements based on 
conducting the audit in accordance with the Public Audit Act of South Africa, 2004 (Act 
No. 25 of 2004) (PAA), the general notice issued in terms thereof and International 
Standards on Auditing. Because of the matters described fn the basis for disclaimer of 
opinion paragraphs, however, 1 was unable to obtain sufficient appropriate audit 
evidence to provide a basis for an audit opinion. 

Basis for disclaimer of opinion 

Property, piant and equipment 

4. I was unable to obtain sufficient appropriate audit evidence regarding property, plant 
and equipment due lo lack of an adequate asset management system and a system to 
maintain the cost records of the assets. The municipalily did not review the residual 
values and useful lives of infrastructure assets at each reporting date in accordance 
with SA Standards of GRAP, GRAP 17, Property, plant and equipment (GRAP 1 7). i 
was unable to confirm the assets by alternative means. Consequently, I was unable to 
determine whether any adjustments to property, plant and equipment slated at 

R1 584 659 877 (2013: R1 681 1 16 741) in note 4 to the financial statements were 
necessary. The municipality also did not capitalise all items of property, plant and 
equipment in accordance with GRAP 17. Items of property, plant and equipment were 
incorrectly recognised as work in progress, projects were included at negative values 
and non-capital expenditure was included as work in progress. Work in progress with a 
carrying amount of R96 316 843 (2013: R72 993 379) was included in note 4 to the 
financial statements. I was not able to determine the correct carrying amount of work in 
progress as it was impracticable to do so. 


Payables from exchange transactions 

5. \ was unable to cbtain sufficLent appropriate audit evidence for salary control accounts, 
accrued leave pay^ retention creditors, income received in advance and advance 
payables included tn payables from exchange transactions due to the unavailability of 
reconciliations or support for these balances. I was unable to confirm the balances by 
atlemative means. Consequently, 1 was unable to determine whether any adjustments 
to these balances stated at R23 320 029 (2013: R14 132 049) included in the amount 
of R171 009 712 (2013: R150 106 314) as disclosed tn note 17 to the financial 
statements were necessary. Furthermore differences were identified between the 
amounts disclosed In the financial statements and external confirmations as well as 
differences on the credit balances included in the debtors' age analysis. Consequently, 
payables and expenditure were understated by R5 959 CMS. There was also a resultant 
impact on the deficit for the period and the accumulated surplus. 

Investment property 

6. The municipality did not recognise the correction of investment property of 

R45 628 985 in 201 2M 3 as a prior period error in accordance with SA Standards of 
GRAP, GRAP 3, Accouniing estimates, change in accounting estimates and errors. 

The correction of the error was incorrectly disclosed as a reclassification of 
infrastructure assets. In addition, the municipal ily did not value investment properties 
with a carrying amount of R44 467 936 (2013: R44 868 286) in note 3 to the financial 
statements in accordance with SA Standards of GRAP, GRAP 16, Investment property 
as a number of investment properties had been recognised at zero value; the 
assumptions used in the investment property register have not been accurately applied 
in the determination of the deemed cost; and adequate records of the assumptions 
used in the determination of deemed cost were not kept. I was not able to detejTTiine 
the full extent of the misstatement as it was impracticable to do so. 

Consumer receivables from exchange transactions 

7. I was unable to obtain sufficient appropriate audit evidence for consumer debtors as 
service contracts, supporting documents for indigervl debtors and applications could not 
be submitted to confirm the gross debtors. I was also unable to obtain sufficient 
appropriate audit evidence with regard to the provision for impairment of debtors 
because supporting documentation for the debt impairment calculation for the current 
year could not be provided and the provision per service category and consumer type 
had been apportioned pro rata In relation to the total gross provision for debt 
impairment for the prior year, I was unable to confirm cor^sumer debtors by alternative 
means. Consequently, I was unable to determine whether any further adjustments to 
consumer debtors stated at R35 926 954 (2013: R35 257 255) in note 11 to the 
financial statements was necessary. 

Unspent conditional grants and receipts 

8. The municipality did not accurately roll forward the balance of unspent condiliona] 
Municipal Infrastructure Grants (MIG) from the prior year financial statements in 
accordance with SA Standards of GRAP, GRAP 23, Revenue from non- excrianpe 
transactions. Where the municipality had spent its own funds before MIG allocations 
were received the amount receivable was not recognised in the prior year. 
Consequently, urrspent conditional grants as disclosed in note 14 to the financial 
statements are understated and grant expenditure (capital or operating) is overstated 
by R4 352 283, respectively for the 2012f13 and 2013/14 financial years. The 
municipality also did not have adequate processes in place to ensure that VAT relating 
to unspent grants had been correctly accounted for in the prior year. 


9. I was unabJe to obtain sufficient appropriate audit evidence for the difference in the 
opening balance of R2 239 000 of the integrated National Electrification Grant due to 
inadequate record keeping by the municipality. I was unable to confirm the balance by 
alternative means. Consequently, I was unable to determine whether any adjustments 
to Integrated National Electrification Grant stated at R776 235 (2013: R5 002 447) as 
disclosed in note 14 to the financial statements was necessary. 

Value added tax 

10. I was unable to obtain sufficient appropriate audit evidence for value-added tax (VAT) 
payable due to inadequate record keeping by the municipality. I was unable to confirm 
the balance by alternative means. Consequently, 1 was unable to determine whether 
any adjustments to VAT payable stated at R13 335 504 (2013: R7 628 0B5) as 
disclosed in note 10 to the financial statements was necessary. In addition the 
munlcipaiity did not claim input VAT on all expenses as per the Value-added Tax Act of 
South Africa, 1991 (Act No. 89 of 1991). Consequently, VAT payable and general 
expenditure are overstated by R2 934 420. Additionally, there was a resultant impact 
on the deficit and the accumulated surplus for the period. 

Emptoyee benefits 

11. The municipality did not recognise the post- retirement benefit in accordance with SA 
Standards of GRAP, GRAP 25. Employee benefiis due to incorrect information being 
included in the calculation of the retirement benefit obligation of R1 1 474 814 (2013: 

R1 1 474 814) as disclosed in note 7 to the financial statements, I was not able to 
determine the correct amount of the post-retirement benefit obligation for the current 
and prior financial years as it was impracticable to do so. 

Receivables from exchange transactions 

12. I was unable to obtain sufficient appropriate audit evidence for receivables from 
exchange transactions as supporting documentation for councilor overpayment, 
impairment and other receivables included in note 9 to the financial statements could 
not be provided, ! was unable to confirm these balances by alternative means. 
Consequently^ I was unable to determine whether any adjustment to receivables from 
exchange transactions stated at R3 659 010 (2013; R2 070 855) In note 9 to the 
financial statements was necessary. 

Receivables from non -exchange transactions 

13. I was unable to obtain sufficient appropriate audit evidence for receivables from non- 
exchange transactions as supporting documenfatiori could not be provided for the 
gross baJance. Support could also not be provided for the process followed for the 
caicufatlon of debt impairment. I was unable to confirm the balance by alternative 
means. Consequently, I was unable to determine whether any adjustment to 
receivables from non-exchange transactions stated at R1 947 305(2013: R3 586 867) 
in note 10 to the financial statements viras necessary. 

Depreciation and amortisation 

14. I was unable to obtain sufficient appropriate audit evidence for depreciation and 
amortisation due to the scope limitation placed on my audit of property, plant and 
equipment. 1 was unable to confirm the depreciation and amortisation by alternaltve 
means. Consequently. 1 was unable to determine whether any adjustments to 
depreciation and amortisation stated at R122 993 232 (2013: R123 676 891) as 
disclosed in note 33 to the financial statements were necessary. 


Government grants and subsidfea 

15. I was unable to obtain sufficient appropriate andit evidence for conditions met for 
government grants and subsidies transferred to the statement of financial performance 
due to the absence of supporting records. I was unable to confirm government grants 
and subsidies by alternative means. Consequently, I was unable to determine whether 
any further adjustments to government grants and subsidies stated at R96 174 682 as 
disclosed in note 24 to the financial statements were necessary Furthermore, an 
amount of R2 145 666 that needed to be transfen^ed to revenue for conditions met was 
not transferred to revenue. Revenue and grants are therefore understated by this 
amount. . 

Employee related cost 

16. I was unable to obtain sufficient appropriate audit evidence for employee related cost 
as no reconciliations were performed between the payroll system and general ledgers, 
resulting in material unexplained differences. ! could not confirm employee cost by 
alternative means. Consequently I was unable to determine whether any adjustments 
to employee related cost stated at R69 615 960 as disclosed in note 28 in the financial 
statements were necessary. Furthermore, travel and subsistence expenditure was 
incorrectly included in employee related cost, resulting in the overstatement of 
employee related cost and understatement of general expenses by R1 437 442 (2013: 
R1 409 800) respectively. 

Service charges 

17. I was unable to obtain sufficient appropriate audit evidence regarding service charges 
as the municipality did not have adequate systems in place to maintain records of basic 
charges and service charges and record accurate meter readings. I was unable to 
confirm the service charges by alternative means. Consequently, I was unable to 
determine whether any adjustments to service charges stated at R47 117 457 (2013: 
R43 222 421) as disclosed in note 23 to the financial statements were necessary. 
Furthermore, the municipality did not measure revenue at the fair value of the 
consideration received or receivable as required by SA Standards of GRAP, GRAP 9 
Revenue from exchange transactions and I was not able to determine the full extent of 
the misstatement as it was impracticable to do so. Additionally, there was a resultant 
Impact on the deficit for the period and the accumulated surplus. 

General expenses 

18 [ was unable to obtain sufficient appropriate audit evidence to support the amounts 

allocated for general expenses. I could not confirm these expenses by alternative 
means. Consequently, I was unable to determine whether any adjustments to general 
expenses stated at R24 440 709 as disclosed in the statement of financial performance 
in the financial statements were necessary. 

Property rates 

19. I was unable to obtain sufficient appropriate audit evidence for property rates due to an 
unsubstantiated difference between the chargeable rates per the valuation roll, the 
accounting records and the financial statements. I was unable to confirm the property 
rates by alternative means. Consequently. 1 was unable to determine whether any 
adjustments to property rates stated at R1 9 474 278 (2013: R1 6 322 286) in note 22 to 
the financial statements were necessary. 

Repairs and maintenance 

20. I was unable to obtain sufficient appropriate audit evidence to support the amounts 
allocated for repairs and maintenance I could not confim these expenses by 
alternative means. Consequently, I was unable to determine whether any adjustments 
to repairs and maintenance stated at R11 206 90S as disclosed in the statement of 
financial performance in the financial statements were necessary. 


Remuneration of councillors 

21* I was unable to obtain sufficient appropriate audit evidence for remuneration of 

councillors as there were material unexplained differences between the salary system 
and the amounts recorded in the general Hedger. I could not confirm councillors' 
remuneration by alternative means. Consequently I was unable to determine whether 
any adjustments to remuneration of councillors stated at R5 235 182 as disclosed in 
note 29 in the financial statements were necessary* 

Finance costs 

22. I was unable to obtain sufficient appropriate audit evidence for finance costs due to the 
absence of supporting records. I was unabie to confirm finance costs by alternative 
means. Consequently, I was unable to detennine whether any further adjustment to 
finance costs stated at R6 566 642 (2013: R7 27& 597) in note 34 in the financial 
statements was necessary* 

Pension and medical aid deductions 

23. I was unable to obtain sufficient appropriate audit evidence for the opening and closing 
balance of pension fund and medical aid deductions as disclosed in note 49 to the 
financial statements as ti does not agree with their financial transactions recorded in 
the general ledger, \ was unable to confirm the amount by alternative means. 
Consequently, I was unable to determine whether any further adjustments to pension 
fund and medical aid deductions staled at R10 453 233 {2013: R1 727 039) as 
disclosed in note 49 in the financial statements were necessary* 

Other income 

24. f was unable to obtain sufficient appropriate audit evidence for other income due to a 
lack of proper processes to ensure that registers for all other income are maintained. ! 
was unable to confirm the other Income by alternative means. Consequently, I was 
unable to determine whether any adjustments were necessary to other income stated 
at R770 175 (2013: R2 244 696) as disclosed in note 26 to the financial statements. In 
addition* other income for trie prior year transactions was not disclosed in accordance 
with SA Standards of GRAP, GRAP1 . Pr&sef^taUon offinanciai mternents (GRAP 1) 
due to incorrect classification and disclosures* I was not able to determine the correct 
carrying amount of work in progress as it was impracticable to do so. 

Unauthorised expenditure 

25. The municipality did not include all unauthorised expenditure and did not adhere to the 
disclosure requirements in note 46 to the financial statements as required by section 
125{2)(d) of the MFMA. The municipality incurred expenditure in excess of the 
approved budget which was not disclosed as unauthorised expenditure, resulting in 
unauthorised expenditure being understated by R168 726 113 (2013: RIBS 610 002). 

Irregular expenditure 

26. The municipality did not include particulars of all the irregular expenditure incurred in 
the notes to the financial statements, as required by section l2S(2)(d)(i) of the IWFMA. I 
was not able to determine the full extent of the misstatement as it was impracticable to 
do so. The municipality made payments in contravention of the Supply chain 
management regulations which were not included in Irregular expenditure* resulting in 
irregular expenditure being understated by R13 260 890 (2013: R90 052 312). An 
amount of R71 142 949 for the prior year was deducted from the balance of irregular 
expenditure in note 48 without proper investigations having been performed. This 
resulted in a further understatement of irregular expenditure by R71 142 949 (2013- 
R71 142 949). 


Commitments 

27. I was unable to obtain sufficient appropriate audit evidence for capital commitments 
due to an inadequate contract management system and incomplete contract register as 
well as the restatement of the corresponding figure. Several unexplained 
differences/misstatemenls were Identified in the current and prior years which could not 
be agreed to the financial records. 1 was unable to confirm the disclosure by alternative 
means. Consequently, I was unable to determine whether any adjustments to 
commitments slated at R58 207 71 1 (2013: R32 821 971) as disclosed in note 40 in 
the financial statements were necessary. 

Fruitless and wasteful expenditure 

28- The municipality did not include particulars of all fruitless and wasteful expenditure 
incurred in the notes to the financial statements, as required by section 125(2){d){i) of 
the MFMA. I was not able to determine the full extent of the misstatement as it was 
impracticable to do so. An amount of R17 727 744 for the prior year was deducted 
from the balance of fruitless and wasteful expenditure in note 47 without proper 
investigations having been performed. This resulted in an understatement of fruitless 
and wasteful expenditure by R17 727 744 (2013: R17 727 744), 

Contingencies 

29. The municipality did not disdose all contingencies in accordance with SA Standards of 
GRAP 19, Provisions, contingent Ifabiitties and contingent assets. According to 
external confirmation obtained, legal proceedings amounting to R12 512 700 were 
instituted against the municipality and should have been disclosed as contingencies. 
The disclosure for contingencies in note 41 to the financial statements was therefore 
understated by R12 512 700. 

Cash ffow statement 

30. I was unable to obtain sufficient appropriate audit evidence as to whether the cash flow 
statement and related notes for the current and prior years were fairly stated due to the 
material effect of misstatements and scope limitations identtfied in the financial 
statements, as set out in this report. I was unable to confirm the cash flow by 
alternative means. Consequently, I was unable to determine whether adjustments were 
necessary to the amounts disclosed in the cash flow statement. 

Comparison of budget and actual amounts 

31. I was unable to obtain sufficient appropriate audit evidence for the differences between 
the statement of financial performance and the actual results contained in the 
statement of comparison of budget and actual amounts. I was also unable to obtain 
sufficient appropriate evidence about the budgeted figures as disclosed. This was due 
to material differences between the amounts disclosed and the actual budget prepared 
by the municipality, f was unable to confirm these differences by alternative means. I 
was therefore unable to determine whether adjustments to the statement of 
comparison of budget and actual amounts were necessary. 

Public private partnership 

32. The municipality did not disclose the detail of the public private partnership between 
the municipality and electricity service provider as required by IFRIC 12, Service 
concession arrangements. 


Related parties 

33. The municipality incorcectly included employee benefits in related parties as disclosed 
in note 42 to the financial statements. The disclosure for related parties in note 42 to 
the financial statements was therefore overstated by R7 186 712 (2013: Re 235 258). 

Distribution losses 

34. The municipality did not include particulars of material losses in the notes to the 
fInanciaJ statements as required by section 125(2)(d)(i) of the MFMA. I was not able to 
determine the fulJ extent of the misstatement as it was impracticable to do so. 

Comparatives figures 

35. The municipality did not disclose the reclassification of comparative figures as required 
by GRAP 1. In note 43 it was disclosed that certain comparative figures had been 
reclassified, while the disclosures for note 4 on property plant and equipment, note 28 
on employee-related cost, note 48 on irregular expenditure and note 49 on PAYE. UIF 
and SDL were not presented accordingly. 

Financial Instruments 

36. The amount disclosed as financial instruments in note 20 for payables from exchange 
transactions is stated as R156 923 846, while in note 1 7 payables from exchange 
transactions amounted to R171 009 712. Payables from exchange transactions are 
therefore misstated by R1 4 085 366 in note 20 to the financial staternents. 

Aggregation/ Accumulation of immaterial uncorrected misstatements 

37. I was unable to obtain sufficient appropriate audit evidence regarding the following 
items making up the statement of financial position and the statement of financial 
performance, which had a cumulative effect on the financial statements: 

• Recoveries as disclosed in the statement of financial performance at R1 070 688. 

• Finance lease obligations in the statement financial position and note 13 at 
R1 235 308. 

I was unable to confirm these items by alternative means. As a result. I was unable to 
determine whether any further adjustments to these itemss were necessary. 

Going Concern 

38. The municipality has prepared financial statements on a going concern basis, but there 
are a number of indicators that its financial sustainability ts under threat. These include 
the material increase in trade payables and consumer receivables/indigent debtors, 
with only 40% of the amount levied being recovered and cash equivalents of R64 367, 
which include unspent conditional grants of R21 611 165 at year end. The municipality 
also incurred net deficits of R133 184 980 (2013: R123 004 723) and unauthorised 
expenditure of R37 837 331 during the current flnanciai period. The municipality's 
ability to continue to render the required services is dependent on a number of factors, 
the most significant being that the accounting officer can continue to procure funding 
for the ongoing operations of the municipality. 

Disclaimer Of opinion 

39. Because of the significance of the matters described in the basis for disclaimer of 
opinion paragraphs, t was not able to obtain sufficient appropriate audit evidence to 
provide a basis for an audit opinion. Accordingly, i do not express an opinion on the 
financial statements. 


Emphasis of matters 

40. I draw attention to the matter below. My opinion is not modified in respect of the matter, 

Material impairments 

41. As disclosed in note 10 to the financial statements, a provision for impainment of 
debtors amounting to R15 091 223 (2013: R12 246 285) has been made with regard to 
irrecoverable receivables from non-exchange transactions. In addition^ as disclosed in 
note 1 1 to the financial statements, a provision for impairment of debtors amounting to 
R152 561 320 (2013: R1 18 325 381) has been made with regard to irrecoverable 
consymer debtors. 

Additional matters 

42. I draw attention to the matters beiow. My opinion Is not modified in respect of these 
matters. 

Unaudited disclosure notes 

43. In terms of section 1 25(2}(e) of the MFMA, the municipality (s required to disclose 
particulars of non-compliance with the MFMA This disclosure requirement did not form 
part of the audit of the financial statements and, accordingly, I do not express an 
opinion thereon. 

Unaudited supplementary schedules 

44. The supplementary Information set out on pages xx to xx does not form part of the 
financial statements and is presented as additional information. I have not audited 
these schedules and, accordingly. I do not express an opinion thereon 

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

45. In accordance with the PAA and the general notice issued in terms thereof, i report the 
following findings on the reported performance Information against predetermined 
objectives for selected development priorities presented in the annual performance 
report, non-compliance with legislation as well as internal control. The objective of my 
tests was to identify reportable findings as described under each subheading but not to 
gather evidence to express assurance on these matters. Accordingly, I do not express 
and opinion or conclusion on these matters. 

Predetermined objectives 

46. I performed procedures to obtain evidence about the usefulness and reliability of the 
reported performance information for the following selected development priorities 
presented in the annual performance report of the municipality for the year ended 
30 June 2014: 

* KPA4: Community sen/ices (on pages x to x) 

• KPA5: Infrastajctural services (on pages x to x). 

47. I evaluated the reported performance information against the overall criteria of 
usefulness and reliability. 

48. I evaluated the usefulness of the reported performance information to determine 
whether it was presented in accordance with the National Treasury's annual reporting 
principles and whether the reported performance was consistent with the planned 
development priorities. I further performed tests to determine whether indicators and 
targets were well defined, verifiable, specific, measurable, time bound and relevant, as 
required by the National Treasury's Framework for managing programrne performance 
information (FMPPI). 

49. I assessed the reliability of the reported performance information to determine whether 
it was valid, accurate and complete. 

50. The material findings in respect of the selected development priorities are as follows: 


KPA 4 - Community services 

Usefulness of reported performance information 

5 1 . Section 41 (c) of the Municipal Systems Act of South Africa, 2000 (Act No. 32 of 2000) 
(MSA) requires the integrated development plan to form the basis for the annual report, 
therefore requiring consistency of objectives, indicators and targets between planning 
and reporting documents, A total of 75% of the reported objectives, 69% of the 
reported indicators and 73% of the reported targets were not consistent with those in 
the approved integrated development pfan. This was due to a iack of oversight 
responsibility regarding financial and performance reporting and compliance and 
related internal controls. 

52. The FMPPI requires the following: 

• Perfonnance targets must be specific ir^ clearly identifying the nature and required 
level of performance A total of 100% of the targets were not specific. 

• Performance targets must be measurable. I could not measure the required 
performance for 100% of the targets. 

• Performance indicators must be well defined by having clear data definitions so 
that data can be coilected consistently and is easy to understand and use. A total 
of 100% of the indicators were not well defined. 

• Perfonnance indicators must be verifiable, meaning li must be possible to validate 
the processes and systems that produced the indicator. A total of 100% of the 
indicators were not verifiable. 

The reasons for this were failure by management to adhere to the requirements of the 
FMPPI and a lack of proper systems and processes and technicaf indicator 
descriptions. 

53. The FMPPI requires indicators to relate logically and directly to an aspect of the 

audl tee's mandate and the realisation of strategic goals and objectives. The relevance 
of the indicators could not be assessed due to a lack of corroborative supporting 
evidence to verify management's explanation for why the indicators were considered 
important and relevant to the realisation of strategic goats and objectives. 

ReliabiNty of reported perfomnance information 

54. The FMPPI requires auditees to have appropriate systems to collect, collate, verify and 
store performance information to ensure valid, accurate and complete reporting of 
actual achievements against planned objectives, indicators and targets. I was unable 
to obtain the information and explanations I considered necessary to satisfy myself as 
to the reliability of the reported performance information This was due to limitations 
placed on the scope of my work due to the absence of information systems, the fact 
that the auditee could not provide sufficient appropriate evidence in support of the 
reported performance information and the auditee's records not pemirtting the 
application of alternative audit procedures. 

KPA 5 - Infrastructural services 

Usefulness of reported performance information 

55. Section 41 (c) of the MSA requires the integrated development plan to form the basis 
for the annual report, therefore requiring consistency of objectives, indicators and 
targets between planning and reporting documenls, A totat of 20% of the reported 
indicators and 20% of the reported targets were not consistent with those in the 
approved integrated development plan. This was due to a lack of oversight of financial 
and performance reporting and compliance and related internal controls. 


56. The FMPPI requires the following: 

♦ Performance targets must be specific in clearly identifying the nature and required 
level of performance. A total of 88% of the targets were not specific. 

• Performance targets must be measurable. I could not measure the required 
performance for 96% of the targets. 

• Performance indicators must ba well defined by having clear data definitions so 
that data can be collected consistently and is easy to understand and use. A tola! 
of 100% of the indicators were not vwell defined. 

* Performance indicators must be verifiable, meaning that it must be possible to 
validate the processes and systems that produced the indicator. A total of 100% of 
the indicators were not verifiable. 

This was because management did not adhere to the requirements cf the FMPPI and a 
lack of proper systems and processes and technical indicator descriptions. 

Reiiabitity of reported performance information 

57* The FMPPI requires audilees to have appropriate systems to collect, collate, verify and 
store performance information to ensure valid, accurate and complete reporting of 
actual achievements against planned objectives, indicators and targets. I was unable to 
obtain the information and explanations I considered necessary to satisfy myself as to 
the reliability of the reported performance information. This was due to iimilations 
placed on the scope of my work due to the absence of information systems, the fact 
that the auditee could not provide sufficient appropriate evidence in support of the 
reported performance information and the auditee's records not permitting the 
application of alternative audit procedures. 

Additional matter 

58. I draw attention to the following matter 
Achievement of planned targets 

59. Refer to the annual performance report on page(s) x to x and x to x for information on 
the achievement of the planned targets for the year. This information should be 
considered in the context of the material findings on the usefulness and reliability of the 
reported performance information for the selected development priorities reported In 
paragraph(s) 51 to 57 of this report, 

CorrtpJia nee with laws and reaulatjons 

60. I performed procedures to obtain evidence that the municipality had complied with 
applicable legislation regarding financial matters, financial management and other 
related matters. My findings on material non-compliance with specific matters in key 
legislation, as set out in the general notice issued in terms of the PAA, are as follows: 

Annual financial statements and annual report 

61. The Unancia! statements submitted for auditing were not prepared In all material 
respects in accordance with the requirements of section 122 of the MFMA, Material 
misstatements identified by the auditors In the submitted financial statements were not 
adequately corrected and the supporting records could not be provided subsequently, 
which resulted in the financial statements receiving a disclaimer audit opinion. 

62. The 2012-13 annual report was not tabled in the municipal council within seven months 
after the end of the financial year, as required by section 127(2) of the MFMA. 

63. Oversight report, containing comments on the annual report, was not adopted by 
council within two months from the date on which the 2012-13 annual report was 
tabled, as required by section 129(1) of the MFMA 


Audit committees 

64. A performance audit committee was not fn place and the audit cominitlee was not used 
to fulfil the performance audit committee function, as required by municipai plariining 
and performance management regulation (MPPM) 14(2)(a). 

65. The audit committee did not advise the council on matters relating to internal financial 
control, accounting policies, effective governance, performance management and 
performance evaiualion as required by section 166(2)(a) of the MFMA. 

66. The audit committee did not advise the council on matters relating to compliance with 
Jegislation, as required by section 1 66{2)(a)(vii) of the MFMA. 

Internal audit 

67. The internal audit unit did not function as required by section 165(2) of the MFMA in 
that it did not advise the accounting officer and/or report to the audit committee on 
matters relating to the internal controis, accounting procedures and practices and loss 
control. 

Human resource management 

68. The municipaiity did not develop and adopt appropriate systems (policies) and 
procedures to monitor measure and evaluate performance of staff, in contravention of 
section 67(d) of the MSA. 

69. An acting chief financial officer was appointed for a period of more than six months, in 
contravention of section 54A(2A)(a-b) of the MSA. 

70. The competencies of financial and supply chain management officials were not 
assessed in a timely manner in order to identify arid address gaps in competency 
levels as required by regulation 13 of the Municipal regulations on minimum 
competency levels . 

71* The municipality did not submit a report on compliance with prescribed competency 
levels to the National Treasury and relevant provincial treasury, as required by 
regulation 14 (2) (a) of the Municipal regulations on minimum competency levels . 

72. The annual report of the municipality did not reflect information on compliance with 
prescribed minimum competencies, as required by reguration14{2)(b) and 14(3) of the 
Municipal reguiations on minimum competency iovets . 

Expenditure management 

73. Money owed by the municipality was not always paid within 30 days, as required by 
section 65(2)(e) of the MFMA. 

74. An adequate management, accounting and information system which accounted for 
creditors was not in place, as required by section 65(2)(b) of the MFMA. 

76. Reasonable steps were nol taken to prevent unauthorised, irregular and fruitless and 
wasteful expenditure, as required by section 62(1 )(d) of the MFMA. 

Revenue management 

76* An adequate management, accounting and infonnation system which accounts for 
revenue was not in place, as required by section 64{2){e) of the MFMA. 

Consequence management 

77. Unauthorised, irregular and fruitless and wasteful expenditure incurred by the 
municipality was not Investigated to determine whether any person was liable for the 
expenditure, as required by section 32(2)(a)(ii) of the MFMA. 

78. Authorisation of unauthorised expenditure was not done through an adjustment budget, 
as required by section 32{2)(a)(i) of the MFMA. 


Procurement and contract management 

79. Goods and services with a transaction value of beEow R200 000 were in certain 
instances procured without obtaining the required price quotations and in other 
instances sufficient appropriate audit evidence could not be obtained that the required 
price quotations were obtained, as required by supply chain management (SCM) 
regulation 17ta) and (c). 

80. Quotations were accepted from prospective providers who were not registered on the 
list of accredited prospective providers and did not meet the listing requirements 
prescribed by the SCM policy, in contravention of SCM regulations 16(b) and 17(b). 

81. Sufficient appropriate audit evidence could not be obtained that goods and services of 
a transaction value above R200 000 were procured by inviting competitive bids, as 
required by SCM regulation 19(a). 

82. Sufficient appropriate audit evidence could not be obtained that bid specifications for 
procurement of goods and services through competitive bids were drafted in an 
unbiased manner that allowed all potential suppliers to offer their goods or services, as 
required by SCM regulation 27(2)(a). 

S3. Sufficient appropriate audit evidence could not be obtained that bid specifications were 
drafted by bid specification committees which were composed of one or more officials 
of the municipality, as required by SCM regulation 27(3). 

84. Sufficient appropriate audit evidence could not be obtained that bids were evaluated by 
bid evaluation committees which were composed of officials from the departments 
requiring the goods or services and at feast one SCM practitioner of the municipality, 
as required by SCM regulation 28{2). 

85. Awards were made to bidders other than those recommended by the bid evaluation 
committee without ratification by the accounting officer, as required by SCM regulation 
29(5)(b). 

86. Contracts were awarded to bidders that did not score the highest points in the 
evaluation process, as required by section 2(1 )(f) of the Preferential Procurement 
Policy Framework Act of South Africa. 2000 (Act no. 5 of 2000). 

87. Sufficient appropriate audit evidence could not be obtained that contracts were only 
awarded to and quotations only accepted from bidders who had submitted a 
declaration on whether they are employed by the stale or connected to any person 
employed by the state, as required by SCM regulation 13(c). 

88. Awards were made to providers who are in the service of the municipality and whose 
directors are in the service of the municipality, in contravention of section 1 12(j) of the 
MFMA and SCM regulation 44. Furthermore, the provider failed to declare that he/she 
was in the service of the municipalfly, as required by SCM regulation 13(c). Similar 
non-compliance was reported \n the prior year and the municipality did not take 
disciplinary action against the suppliers/officials involved. 

89. Awards were made to providers who are in the service of other state institutions or 
whose directors are in the service of other state institutions, in contravention of section 
1 12(j) of the MFMA and SCM regulation 44. Similar awards were identified in the prior 
year and no effective steps were taken to prevent or combat the abuse of the SCM 
process in accordance with SCM regulation 38(1). 

90. Persons in the service of the municipality who had a private or business interest in 
contracts awarded by the municipality failed to disclose such interest, as required by 
SCM regulation 46(2)(e). 

91. SCM officials/ Other SCM role players who or whose close family members/ partners 
had a private or business interest in contracts awarded by the municipality participated 
in the process relating to that contract, in contravention of SCM regulation 4e[2)(1}. 


92. Sufficient appropriate audit evidence could not be obtained that contracts were only 
awarded to and quotations were only accepted from providers whose tax matters had 
been declared by the South African Revenue Service to be in order, as required by 
SCM reguialion 43. 

93. Sufficient appropriate audit evidence couid not be obtained that contracts were only 
extended or modified after tabling the reasons for the proposed amendment in the 
council of the municipality, as required by section 11 6(3) of the MFMA. 

94. Sufficient appropriate audit evidence could not be obtained that atl extension or 
modification to contracts were approved by a properly delegated official, as required by 
SCM Regulation 5. 

95. The contract performance and monitoring measures and methods were insufficient to 
ensure effective contract management, as required by section 116(2){c) of the MFMA. 

Budget 

96. Expenditure was not incurred in accordance with the approved budget and was in 
excess of the limits of the amounts provided for in the votes of the approved budget, in 
contravention of sections 1 5 of the MFMA, 

Conditional grants 

97. MIG funds were retained or roiled over to the next financial year without the approval of 
the National Treasury, as required by section 21(1) of DoRA. 

Asset management 

93. The municipality did not establish an investment policy that was adopted by council, as 
required by section 13(2) of the MFMA and municipal investment regulation 3{1)(a). 

99. An adequate management, accounting and information system which accounts for 
assets was not in place, as required by section 63(2)(a) of the MFMA. 

100. An effective system of internal control for assets (including an asset register) was not in 
place, as required by section 63(2)(c) of the MFMA. 

Strategic and annual planning process 

101. The local community was not afforded the opportunity to comment on the final draft of 
the Integrated development plan (IDP) before adoption, as required by section 42 of the 
MSA and MPPM regulations 9, 13(1), 13(4)(c) and 15(3). 

102. The municipality did not give effect to its IDP and conduct its affairs in a manner which 
was consistent with its IDP, as required by section 36 of the MSA, section 21(2)(a) of 
the MFMA and MPPM regulation 6, 

103. The municipafity did not establish a performance management system, as required by 
section 38(a) of the MSA. 

104. The munfcipalily did not establish mechanisms to monitor and review its performance 
management system, as required by section 40 of the MSA. 

105. Key performance indicators, including input, output and outcome indicators, in respect 
of each of the development priorities and objectives were not set out in the IDP, as 
required by section 41(1)(a) of the MSA and MPPM regulations 1 and 9(1) (a). 

106. Measurable performance targets for the financial year with regard to each of the 
development priorities or objectives and key performance indicators were not set in the 
IDP, as required by section 4l{1)(b) of the MSA and MPPM regulations 12(1) and 
I2(2)(e). 

107. The performance of the municipality was not assessed during the first half of the 
financiaJ year, as required by section 72(1J(aKii) of the MFMA. 


10S. The annual performance report for the year under review did not include a comparison 
with the previous financial year and measures taken to improve performance^ as 
required by section 46(1 )(b) and (c) of the MSA. 

109. The annual performance agreements for the municipal manager and ali senior 
managers are not linked to the measurapie performance objectives approved with the 
budget and to the service delivery budget implementation plan, as required by of 
section 53nKcJ(iii) of the MFMA and section 57(1 )(b) of the MSA. 

110. The performance management system and reiated controls were not in place as it did 
not describe and represent the processes of performance pianning/ monitoring/ 
measurement/ review/ reporting/ improvement and how it is conducted, organised and 
managed, including determining the roles of the different role players, as required by 
sections 38 of the MSA and MPPM reguiation 7. 

Environmental waste management 

1 1 T The municipality operated their waste disposal sites without a waste management 
licence or permit, in contravention of section 20(b) of the National Environmental 
Management; Waste Act of South Africa, 2008 (Act No. 59 of 2008). 

Interrral control 

112. I considered intemai control relevant to my audit of the financial statements, the 
performance report and compliance with laws and regulations. The matters reported 
beiow under the fundamentals of internal control are limited to the significant 
deficiencies that resulted in the basis for the disclaimer of opinion and the findings on 
the performance report and compliance with laws and regulations included in this 
report. 

Leadership 

113. Management did not adequately respond to the AGSA's message as they did not 
effectively discharge their oversight responsibilities to ensure an improvement in the 
audit outcome. 

114. The leadership did not always take timely and adequate action to address weaknesses 
in the finance and supply chain management directorate due to lack of monitoring and 
supervision, which resulted in non-compliance with applicable legislation and gave rise 
to irregular expenditure. 

115. Leadership did not continuously implement preventive measures to address 
weaknesses in the control environment to promote ethical values and good governance 
that protects and enhance the interests of the municipality since there were no 
processes in place to enable effectiveness of internal controls that ensures reliability 
and validity of financial information. Deviations from the expected standards of conduct 
were not folJowed up to ensure that remedial or disciplinary action was taken in a timely 
and consistent manner. Overriding of internal controls occurred which resulted in a high 
number of irregular and fruitless expenditure where value for money was not always 
obtained which resulted in potential cases of fraud that needs to be investigated by 
management. 

116. Consequence management was not effective as the council did not investigate 
instances of unauthorised, irregular, fruitless and wasteful expenditure to determine 
whether any person was liable for the expenditure as the council neglected to appoint a 
committee to investigate the expenditure. 

Financial and performance management 

117. Proper record keeping was not implemented in a timeiy manner to ensure that 
complete, relevant and accurate information is accessible and available to support 
financial and performance reporting, as management did not monitor to determine 
whether the controls were implemented effective iy. 


118, Effective performance systems ^ processes and procedures as well as the management 
thereof had not been adequately developed and implemented due to a lack of capacity. 

119. Inadequate filing procedures at the municrpality resulted in limitations of scope during 
the current and previous year's audits due to lack of monitoring. As a result, significant 
difficulties were experienced in respect of the availability of information, 

120* The financial statements were not properly reviewed for completeness and accuracy 
prior to submission for auditing due to a lack of skilled staff. 

121. Management also did not establish effective monitoring and evaluation components or 
processes within its finance and strategic planning directorates to regularly review and 
monitor management s compliance with laws and regulations and internally designed 
policies and procedures due to capacity problems. As a result, significant non- 
compl fence issues were noted that could have been prevented. 

Governance 

1 22. Ongoing monitoring and supervisbr> were not undertaken to enable an assessment of 
the effectiveness of internal control over financial and performance reporting due to the 
fact that the chief financial officer position was vacant for most of the financiat year* 
Thus internal control deficiencies were not identified, communicated and corrected in a 
timely manner* 

123. The implementation of external audit recommendations was not prioritised and also not 
monitored. This resulted in the prior year audit findings not being addressed. 

124. As a result of the ineffective functioning of the internal audit unit, as well as inadequate 
support by management, the audit committee could not adequately promote 
acoountabilfty and service delivery by evaluating and monitoring responses to risks and 
providing oversight of the effectiveness of the internal control environment, including 
financial and performance reporting and compliance with laws and regulations. 



Bloemfontein 
30 November 2014 
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